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Growth pause 

7s the world 
economy slowing? 

Samuel Britton, Page 12 




Smelly-tech 

Towards the 
electronic nose 

Technology, Page 10 
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World Business Newsoacer 


Clinton vetoes 
$1 6.4bn budget 
cuts package 

05 president Bill Clinton exercised the first veto of 
his term in office, setting the stage for further con- 
' frontations with the Republican-controlled Con- 
gress. Hte returned, to Capitol Hill unsigned a 
SlG.4bn package of spending cuts from the current 
year's budget on the grounds that the bill reduced 
social programmes, especially in. education, while 
preserving questionable public works projects spon- 
sored by individual members of Congress. Page 14 

Calpers piatns overseas campaign: The 

California Public Employees' Retirement System, a 
leading forces in shareholder activism in the US, is 
likely to start a corporate governance campaign 
overseas. Page 14 

Spain told to Justify Seat aid: The European 
Commission gave the Spanish government a week 
to justify P£a46bn (£J72m) of subsidies to Seat, 
Volkswagen’s loss-making subsidiary, or face an 
investigation which could force repayment of the 
aid. Page 14 

Suez moves to thwart takeover: French 
industrial and financial holding company Suez con- 
finned it was in talks with re tailing group Pinault 
Printemps Redoute which could lead to a restruct- 
uring to thwart a passible takeover of Suez by 
Banque Nationale de Paris and Union des Assur- 
ances de Paris. Page 15 

Scott arms-to-lraqinqulry dears Thatcher 

' Fbrmer British prime 

minister Rarnrems 
Thatcher deft) has been 
exonerated by the Scott 
arms-for-Iraq Inquiry of 
any blame for giving an 
‘inaccurate'' statement 
about government policy 
on arms sales. Sir Rich- 
ard Scott, Ihe judge head- 
ing the inquiry, wrote to 
Lady Thatcher’s office 

making clear that nun. 

paper reports yesterday claiming that Ms draft 
report criticised the former prime minister were 
wrong. Page 9 

Israel approves trade pact with EU: Israel 
approved a draft trade association agreement with 
the European Union hut said final ratification 
depended on the EU meeting several conditions. 

Page 6 

■Alcatel In bM for friga te c on tr ac t: Alcatel 
-Atethom, French transport telecoms and engineer- 
ing group, formed a consortium with VSEL of the 
UK and Electronic Data Systems of the US to bid 
for the communications system contract for the 
planned Horizon frigate. Page 6 

Namtoros halves dhrMsmt: UK merchant bank 
Hambros halved its dividend as it reported annual 
pre-tax profits down 58 per cent to £37 Jim ($583m), 
their lowest level in 10 years. Page 15; Lex, Page 14 

IMF warns Israel over growth: The 

International Monetary Fund warned that Israel's 
widening current account deficit, high inflation, fis- 
cal slippage and fall in domestic savings threatened 
the country’s economic growth. Page 4 

Japanese dties top 'cost survey: Toyko and 
Osaka/Kobe in Japan are the world’s most expen- 
sive dties, with living costs more than double those 
of New York,' the Economist Intelligence Unit's lat- 
est cost of Kving survey shows. Page 4 

New Zealand inflation rate rising: New 

Zealand's underlying inflation rate may exceed 2 
per cent in the current quarter, breaching the offi- 
cial target. Reserve Bank governor Donald Brash 
said. Page 8 

Keating outlines plans for republic: The 

Australian government aims to hold a refer e n d u m 
in 1998 or 1999 on whether to cut ties with the Brit- 
ish Monarchy, prime minister Paul Keating said. If 
Australians were in favour, a presidency, would 
come into effect by 2001. Page 8 

Argentine students lace fees: The Argentine 
government sent a a controversial bill to Congress 
that would allow public universities to charge fees. 
Page 5 

Teitewest pofsed for morgen Telewest, 

Britain's biggest cable operator, is poised to merge 
fi g inter ests with those of SBC CaMeoomms. the i 
UK’s fifth largest group, in a deal worth about 
fiCBQm l*Llbn). Page 15 ~ 

Forces’ ban on gays stays: A ban on 

homosexuals and lesbians serving in the UK armed 
forces was upheld by the High Court, whicfcufls- 
mjgqpfi te£t case applications for judicial review 
brought by four victims of the automatic ban. 
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Sorry! 

Behind Japan's 
war apology 

Page 8 



Glitz blitz 

Admen come to 
eastern Europe 


Move to boost IMF crisis funds 


By Peter Norman, 

Economics Editor, in London 

The world’s seven leading 
industrial countries are set to 
press for a new “emergency fin- 
ancing mechanism” at the Inter- 
national Monetary Fund to tackle 
future financial crises such as 
that which engulfed Mexico six 
months ago. 

The “sherpas”, the senior offi- 
cials preparing next week's G7 
economic summit in Halifax, 
Nova Scotia, have agreed that 11 
big industrialised countries and 
other financially powerful states 
should double an existing $28bn 
pool of funds that they are pre- 
pared to lend the IMF to finance 
rescue operations. 

This agreement at the level of 
officials was disclosed yesterday 
after a Canadian opposition 
parly, the New Democratic party, 
leaked a rough early draft of the 


G7 officials pressing for new mechanism 
to cope with Mexico-style emergencies 

communique that is due to be week. However, the leaked docu- how much may be involved is 


communique that is due to be 
released on June 16 after the eco- 
nomic discussions at the summit 
It goes substantially beyond 
plans to strengthen the IMF’s 
early warning system agreed by 
finance ministers representing 
the Fund membership in ApriL 
The text disclosed yesterday 
was drawn up by the sherpas 
after their final pre-s ummi t meet- 
ing in May, and contains some 
differences of opinion. A final 
draft, being prepared by the 
Canadian government, will be 
submitted to the leaders of the 
US. Japan, Germany, France, 
Britain, Italy, Canada and the 
European Commission next 


week. However, the leaked docu- 
ment reveals a high level of 
agreement among the G7 coun- 
tries on the lessons of the Mexi- 
can crisis for the IMF and the 
international community. 

If adopted by the summit, the 
G7 leaders will urge the IMF to 
adopt a new standing procedure 
—the emergency financing mech- 
anism - that will provide coun- 
tries suffering a Mexico-style cri- 
sis faster access to Fund finance. 

The text makes clear large 
sums will be made available 
quickly “on a scale and with the 
timeliness to manage shocks 
effectively” but subject to tough 
economic policy conditions. Just 


how much may be involved is 
highlighted by the sherpas' pro- 
posal that the G7 should recom- 
mend a "doubling as soon as pos- 
sible" of the S28bn currently 
available for the IMF through the 
“general arrangements to bor- 
row”. 

These are funds the 11 member 
states of the confusingly named 
Group of 10 industrialised coun- 
tries and Saudi Arabia are will- 
ing to lend to the IMF. 

The draft also raises the possi- 
bility that the IMF may need 
even more resources to cope with 
crises. "We would encourage fur- 
ther review by GlO ministers and 
[central bank] governors of other, 


market-based, mechanisms that 
might usefully be considered for 
an orderly resolution of crisis sit- 
uations," it says. 

The text emphasises that pre- 
vention of crisis is the preferred 
course. In this spirit, it endorses 
the approach taken by Russia 
and Ukraine, which are Imple- 
menting economic reform pro- 
grammes. 

However, it is also apparent 
differences exist among the G7 
over whether to make an explicit 
commitment of support for an 
additional $2bn for Ukraine from 
international financial institu- 
tions such as the IMF and World 
Bank by the end of 1996. 

This, together with the obser- 
vation that Ukraine has already 
received commitments totalling 
$3.75bn, is included in a square 
bracket in the text signifying an 
item on which the sherpas could 
not agree. 


Russia and US Taiwan’s president on visit to US 

split on Nato’s 

-■» Vw-i 

role in Bosnia Sr 
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By Our Foreign and 
Political Staff 

Signs emerged yesterday of a 
sharp difference between the US 
and Russia over how much 
involvement Nato should have in 
military operations in Bosnia. 

The rift became clear as three 
more UN peacekeepers - from 
France, Spain and Brazil - were 
released from custody by the Bos- 
nian Serbs, and a Belgrade news 
agency said another 50 of the 
remaining 144 hostages could be 
freed soon. 

Mr Andrei Kozyrev, Russia's 
foreign minister, said in London 
he was relieved to hear from UK 
officials that a Western plan to 
send 10,000 extra troops to Bosnia 
was not a Nato initiative. 

T was briefed and assured that 
it {the reinforcement] is not 
Nato," Mr Kozyrev said after two 
days of talks with the British 
government “It is just an effort 
by a number of countries to rein- 
force Unprofor [the UN protec- 
tion force] within the present 
mandate.” He said Russia would 
accept the planned reinforce- 
ments as long as their purpose 
was that of "strengthening the 
UN’s ability to fulfil its present 
mandate” and nothing more. 

In Washington, however, 
senior administration officials 
yesterday told a sceptical Con- 
gress that any involvement in 
Bosnia by US troops would be 
under the aegis of Nato, as 
Opposed to the UN. 

Senator Bob Dole, the leader of 
the Republican majority. 


demanded even stronger assur- 
ances on the primacy of Nato, the 
US-led alliance whose command- 
ers have often called for tougher 
tactics against the Bosnian Serbs. 

Washington has always 
stressed that Nato would have to 
be in charge of any full-scale 
evacuation of peacekeepers from 
Bosnia, an operation which 
would require up to 25,000 US 
troops. Yesterday, Mr William 
Perry, the defence secretary, said 
any US involvement in 
operations short of a full-scale 
pullout would also take place 
under Nato's umbrella. 

Describing the circumstances 
in which the US might become 
involved, Mr Perry said: “We 
should be prepared to assist Nato 
in an emergency extraction of 
units, whose positions had 
become untenable, to points of 
safety in Bosnia." 

In New York, a senior represen- 
tative of the UN said he had 
agreed with British, French and 
Dutch officials that the reinforce- 
ments would operate strictly 
within the framework of the cur- 
rent peacekeeping operation. 

The US has pledged to provide 
air cover for the extra troops 
which the three European allies 
are sending to Bosnia. It is expec- 
ted to set tough terms for the use 
of its aircraft, including strong 
“rules of engagement” to allow 
its pilots to defend themselves. 

Senator Dole attached three 
conditions to the use of US troops 
in Bosnia: Nato command 

Continued on Page 14 
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Italian 
fashion 
designers 
face tax 
trial call 

By Andrew HID in Milan 

A Milan prosecutor yesterday 
called for the trial of several of 
Italy's best-known fashion 
designers for allegedly bribing 
Italian tax inspectors to avoid 
rigorous audits of their busi- 
nesses. 

Mr Giorgio Armani, Krizia (the 
designer Mr Mariuccia Mandelli) 
and Mr Santo Versace, brother of 
Mr Gi anni Versace, are among 25 
people - including members of 
the tax police, the Guardia di Fin- 
anza - accused of involvement in 
the scandal. 

Many of the designers were 
questioned by Milan magistrates 
last aut umn, in a burst of unwel- 
come publicity just ahead of the 
Milan fashion shows. They 
reacted to yesterday's news with 
a series of terse statements. 

“The news is no surprise - it's 
a perfectly normal formality in a 
legal process which the press has 
already fully and exhaustively 
covered,” said Mr Ar mani who is 
alleged to have paid LlOOm 
($60,900) to Mr Carlo Capitanucci, 
a Guardia di Finanza colonel 

Mr Maurizio Bozzato, lawyer 
for Mr Santo Versace, who runs 
the Gianni Versace business, 
said: “We are confident that a 
final clarification of the matter 
will soon be achieved." 

Mr Santo Versace allegedly 
paid a bribe of L270m for a tax 
audit which took place in 1990. 
Prosecutors also called for the 
trial of the designers Mr Gian- 
franco Ferre and Mr Girolamo 
Etro, and of Colonel Capitanucci 
himself. 

Last year's questioning of the 
fashion designers opened Milan's 
pool of anti-corruption magis- 
trates to accusations that they 
were deliberately trying to make 
an example out of high-profile 
figures, rather than pursuing 
investigations into less 
well-known business sectors. The 
Milan fashion world rallied to the 
designers’ defence and the 
autumn shows passed off success- 
fully. 

In a parallel investigation into 
the bribing of tax police, Milan 
prosecutors have also called for 
the trial of Mr Silvio Berlusconi, 
the Italian media magnate and 

Continued on Page 14 


President Lee Teng-hui left 
Taipei with his wife yesterday 
for an “unofficial” trip to the US. 
The visit, the first by a Taiwan- 
ese president, has angered Bei- 
jing, which has threatened 
Washington with retaliation if 
Mr Lee meets US officials. Lee 
demands “the impossible". Page 8 


Sandoz in dual-sale plan for 
industrial chemicals arm 


-■A e 


By Daniel Green in London and 
Ian Rodger in Zurich 

Sandoz, the Basle-based 
chemicals and health products 
group, is launching a global 
share offer for its industrial 
chemicals division at the same 
time as trying to sell it to 
another company. 

The sale of the division, to be 
named Oariant, win be worth up 
to gL-Shn. This would make l£ one 
of the largest offerings ever, 
apart ftom privatisations. 

Sandoz. said its novel two track 
sale strategy was designed to 
avoid, the pricing problems that 
have often afflicted large share 
sales In the past. 

Sandoz would not say which 
potential purchasers it was in 
talks with. Other large chemicals 
groups, such as Hoechst of Ger- 
many or Sandoz’s Basle neigh- 
bour, C5ba, have been mentioned. 

Asked whether the flotation or 
a private sale was the most likely 
outcome, Mr Raymond Breu, 
Sandoz finance director, said: 
“Both ... are possible.” The 


countdown to flotation starts 
today with a so called “price dis- 
covery" exercise. (Variant's direc- 
tors will visit institutional inves- 
tors throughout the world and 
ask them to indicate what they 
might offer for the shares. 

On June 15, Sandoz and its 
global coordinators. Union Bank 
of Switzerland and S.G. Warburg 
Securities, will set a price range 
for the share sale and begin book- 
building, in which the shares are 
marketed to investors within a 
price range. 

If there is no trade buyer, the 
final price for the global offer 
will be set on Jane 2d. During the 
following two days, there will be 
a Swiss public offer of 40 per cent 
of the shares. 

Sandoz announced in March it 
would spin off its industrial 
chemical division to concentrate 
on its core drugs and nutrition 
businesses. 

A free distribution of Clarlanl 
shares to Sandoz shareholders 
was ruled out as it would have 
left recipients subject to a 35 per 
cent Swiss withholding tax on 


CONTENTS 


their value. Clariant makes dyes 
and chemicals for textile, leather 
and paper, as well as pigments 
and additives and the so-called 
master-batches for colouring plas- 
tics and synthetic fibres. 

Operating profit last year was 
SFr2l4m ($178. 3m) on sales of 
SFr3L33bn. A pro-forma December 
31, 1994 balance sheet shows 
assets of SFr2.44bn and SFr750m 
of debt supported by SFr959m of 
equity. 

Mr Rolf Schweizer, chief execu- 
tive of Sandoz, will be chairman 
of Clariant and Mr Martin Syz, 
current head of the chemicals 
division, will be chief executive. 

The shares win be quoted on 
the Zurich stock exchange and 
traded on the London Stock 
Exchange's SEAQ International 
system. There will not be 
any voting or ownership restric- 
tions. 

Sandoz would not say how it 
would use the proceeds from the 
sale of Clariant. 

Sandoz pursues a foreign 

formula. Page 15; Lex, Page 14 




UK Smaller Companies are under-reseorclMd. Many are under 
valued. This ensures ex ce l l ent, but selective, buying; opportunities. 
And Hurt’s where our “mam who knows" comes in - and why we 
believe inves to rs should make their move now, with the new Singer 
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Chairman hails employees’ readiness to cut deal on work hours [Banker and 

Opel set to win big concessions broker fever 

Bv Christopher Parkes ingly preDared to be reason- with works councils at Opels Mercedes-Benz, which daction by 1,000 cars a week. ^ p T) 11 CC1 O 
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By Christopher Parkes 
in Frankfurt 

Adam Opel, the German 
subsidiary of General Motors, 
expects to win valuable conces- 
sions from its workforce dur- 
ing negotiations over a DM6bn 
«S4.3bn) investment pro- 
gramme in new car models. 

Although talks on flexible 
working hours and the tempo- 
rary renunciation of the over- 
time ban - a favourite union 
negotiating tool - are incom- 
plete. Mr David Herman, Opel 
chairman, was yesterday confi- 
dent of success. 

“What this shows is that at 
the local level (union] people 
are really concerned about 
Germany's future as a place to 
make things and are increas- 


ft! breach 



ingly prepared to be reason- 
able." he said. 

“The world has the impres- 
sion that German workers are 
not flexible, when in fact they 
are very flexible. Our com- 
plaint has always been that we 
have to pay so much for the 

flexibility.” 

An important factor in the 
talks was the possible loss of a 
contract to supply Cadillac, 
one of Opal's more glamorous 
sister companies in the US, 
with Omega platforms and 
engines as the basis for a new 
model, the Catera. The project 
had been put at risk by the 
slump in the value of the US 
dollar against the D-Mark, Mr 
Herman added. 

The main element in the 
package under negotiation 


with works councils at Opel’s 
four German vehicle and com- 
ponent plants is an arrange- 
ment under which employees 
will work up to 39 hours a 
week at times of peak demand, 
and as little as 31 hours in 
slack periods. 

Averaged out to conform 
with a national agreement on a 
35-hour week for engineering 
workers, this would reduce 
payroll costs by about DM25m 
a year. Mr Herman claimed. It 
would remove the need for spe- 
cial bonuses during cyclical 
demand peaks in the spring 
and autumn and short-time 
payments at other times, he 
said. Such a deal would also 
help the group make optimum 
use of its plant without the 
need for Saturday working. 


Mercedes-Benz, which 
recently warned that produc- 
tion capacity would increas- 
ingly be shifted out of Ger- 
many unless ways were found 
of mitigating the impact of the 
D-Mark’s strength, has run 
into stout union resistance to 
its request for routine Satur- 
day working at normal pay 
rates. 

The expected withdrawal of 
the overtime ban from the 
unions' armoury until the and 
of 1996 will be especially help- 
ful during the transition at the 
Bochum plant to the next gen- 
eration of the top-selling Astra, 
which is due in 1996/97. 

The bans, relatively common 
in the past, but usually short 
lived because employees miss 
the overtime pay. can cut pro- 


duction by 1,000 cars a week. 

According to Mr Herman, 
progress in negotiations with 
the unions showed the work- 
force had accepted it was time 
to “turn swottis into plough- 
shares". 

The DM6bn investment pro- 
gramme - mainly on setting 
up for the new Astra and Vec- 
tra models - was never really 
“on the line", but the noisy 
public debate over the risks to 
jobs incurred by the strong 
D-Mark and an unexpectedly 
high national wage settlement 
this year bad helped the talks. 

A further factor was a one- 
off bonus of DM350 per worker, 
costing DMl9m. in recognition 
of last year’s 10 per cent 
increase in productivity. 


Germans outline plans to draw 
EU nations closer on defence 


By Andrew Kill in Milan 

The Italian government 
yesterday appointed an out- 
sider as deputy chairman of 
Enel, the state-owned electric- 
ity company, to dispel fears 
that the group's slow progress 
towards privatisation could be 
disrupted by the suspension of 
its chairman. 

Mr Lamberto Dini, prime 
mini ster, named Mr Natalino 
Irri, a lawyer and well-known 
public-sector manager, only 
two days after a Milan judge 
suspended Mr Franco Viezzc-b 
from his managerial role. 

Mr Viezzoli. who is to appeal, 
was one of 160 people sent for 
trial last month on charges of 
corruption, linked to bribes of 
LlOObn fS60mi allegedly paid 
on Enel contracts. 

Enel shares are due for sale 
later this year or early next, as 
are those of Eni. the energy 
and chemicals group, and the 
next tranche of Stet. the tele- 
communications holding com- 
pany. But Mr Viezzoli's suspen- 
sion has added to the strain on 
the privatisation programme. 

Mr Dini said the appoint- 
ment of Mr Irti, a former chair- 
man of Credito Italiano. the 
bank privatised in 1993. 
reflected the fact "that Enel’s 
chairman is barred from carry- 
ing out his own duties”. Mr Irti 
would "guarantee institutional 
continuity at (Enel], which is 
committed to the delicate pro- 
cess of privatisation”. No time 
limit was set on his stay. 

On Tuesday, the Treasury 
was forced to clarify its posi- 
tion on state sales after Mr 
Enzo Berlanda. chairman of 
Consob. Italy’s stock exchange 
watchdog, criticised plans to 
place with a group or stable 
shareholders some of the Trea- 
sury’s remaining 27 per cent 
stake in imi, the banking 
group, and 52 per cent stake in 
Ina. the insurer. 

The private placements 
should in theory take place in 
the next few weeks, and the 
Treasury said it intended the 
sale to reach “the greatest 
number possible of Italian and 
foreign shareholders". 

The prospect that a sale to 
selected buyers could 
strengthen the growing net- 
work or share links between 
Istituto San Paolo di Torino, 
one of Italy’s biggest banks, 
Imi, Ina and other Italian and 
foreign financial groups, has 
alarmed some critics of the pri- 
vatisation programme. 

The Treasury added that its 
tactics were in line with the 
plans for a second phase of pri- 
vatisation announced last year 
when the public offers of Imi 
and Ina shares were carried 
out. It would ensure the priva- 
tised companies' autonomy by 
asking buyers “not to act 
together in an organised way". 
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By Michael Ljndemann in Bonn 

Mr Volker Rube, the German 
defence minister, last night 
outlined an ambitious agenda 
for further European co-opera- 
tion on defence matters ahead 
of next year's intergovernmen- 
tal conference on the future of 
the European Union. 

Speaking to Nato defence 
ministers before today's meet- 
ing in Brussels. Mr Rilhe set 
the long-term goal of a 
full-scale merger of the EU and 
the Western European Union, 
the defence organisation which 
groups 10 of the EU's 15 
members. 

He also urged the 15 EU 
members to do away with the 
principle of unanimity on 
defence and foreign policy deci- 
sions and agree that a majority 
of countries - what Mr Ruhe 
referred to as a “coalition of 
the willing” - could proceed 
with military operations on 
behalf of the Union. 

Mr Ruhe's proposals are sure 
to meet opposition from the 
British who have so far ruled 
out any talk of majority voting 
on defence and security issues. 

However. Mr Rfihe drew a 
distinction between the 
requirement of unanimity and 
the right of veto - implying 
that, at least for a transitional 
stage, the former might be 
dropped and the latter 
retained. If this approach were 
adopted, individual countries 
would be able to abstain from 
approving, or participating in, 
military missions. 

In a gesture of conciliation 
towards countries such as 
Britain which maintain a cau- 
tious attitude towards the inte- 
gration of European defence. 
Mr Rilhe said the merger of the 
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Defence minister Volker Ruhe: laid ambitious agenda before Nato colleagues 


EU and the WEU should not be 
driven by any deadlines. 

“For obvious political and 
legal reasons [the merger] can- 
not be achieved during the 
intergovernmental conference. 
We should proceed with real- 
ism and pragmatism." he said. 

Mr Rtihe said defence policy 
should be formulated on an 
intergovernmental basis - a 
formula which will be welcome 
to Britain and France, both of 
which have opposed the subor- 
dination of defence matters to 
the European Commission. 

He said the European Coun- 
cil, the institution which 
brings together the EU’s 15 
heads of government, should 
be given a bigger say on 
defence. “Derisions [on defence 


and foreign policy] should be 
with the European Union, 
implementation with the 
WEU." 

Britain has suggested that 
all European Council meetings 
should be followed up by sepa- 
rate. 18-nation summits 
attended by the full members, 
associates and observers of the 
WEU. This has been criticised 
in France and Germany as a 
move to downgrade the Euro- 
pean Council. Britain argues 
that as long as four of the EU 
member states are neutral, 
there is a limit to how much 
say the Union leaders can have 
over defence. 

Observers said that while Mr 
ROhe's comments about the 
need to dispense with unanim- 


ity were not surprising, his 
public support is important 
because a solution to the 
thorny issue of the veto on 
defence matters might also 
herald a breakthrough for 
other areas of EU policy such 
as monetary union. 

In line with other German 
and EU politicians. Mr Ruhe 
argued that the changes within 
the EU. including its merger 
with the WEU. should be cou- 
pled with a new document 
which defines the relationship 
between the EU and the US. 

Such a document which he 
referred to as a “transatlantic 
covenant or charter” would 
deal with the political, eco- 
nomic and security elements of 
the future relationship. 


Portugal warned poor education 
system threatens state’s advance 


By Peter Wise in Lisbon 

Portugal's efforts to catch up with the 
rest of Europe will depend increasingly on 
improving a deficient education system 
and boosting workforce skills, according 
to a report by the Organisation for Eco- 
nomic Co-operation and Development 

Labour-intensive manufacturing based 
on low wages and unsophisticated prod- 
ucts has enabled Portugal to keep unem- 
ployment lower than in other countries, 
but improving national income and pro- 
ductivity will require a better educated 
workforce, it says. 

“Portugal faces the challenge of shifting 
industrial specialisation towards higher 
value-added production, while at the same 
time preventing a rise in unemployment 
for those with low and middle qualifica- 
tions, " says the OECD. 

Education was deliberately neglected by 
the Salazar dictatorship in order to 
inhibit political opposition. A leftwing 
revolution in 1974 led to upheavals that 


beset schools and universities for a 
decade. According to the report, the edu- 
cation system has improved significantly 
since 1985, bat schools continue to turn 
out large numbers of people with low 
skills. 

Compulsory schooling for nine years, to 
the age of 14. was introduced only in 
1987. Almost a quarter of young people 
abandon their education early. The OECD 
suggests that an extra two and a half 
years of compulsory education - bringing 
Portugal up to the OECD average - could 
increase productivity levels by between 13 
and 26 per cent 

Portugal’s illiteracy rate has fallen 
from more than a third of the population 
in I960 to 6.5 per cent, but one in five 
people over the age of 50 cannot read or 
write. 

Government spending on education was 
S2.551 per student in 1991. This was 
Sl.004 less than the European Union aver- 
age. but slightly more as a proportion of 
gross domestic product 


The report says a study last year of the 
country’s strengths and weaknesses found 
“insufficient education and training of 
the workforce" to be the most widely 
cited barrier to improving productivity. 

The OECD recommends Portugal to 
improve the management of its education 
system. wideD access to vocational train- 
ing and strengthen incentives for young 
people to participate. Foreign companies, 
it suggests, could play a pivotal role in 
changing attitudes. 

It sees better education as essential for 
the efficiency gains Portugal requires to 
resume economic growth above the EU 
average. Investment growth since 1986 
has generated a faster pace of job creation 
than elsewhere in Europe, but real income 
convergence has stalled over the past two 
years. 

Gross national product growth should 
accelerate from 1.2 per cent in 1994 to 2.9 
per cent this year, the best performance 
for five years, and reach 3.2 per cent in 
1996. 


L ast autumn Russia's 
infant capital markets 
experienced something 
ak in to spontaneous combus- 
tion. The excitement caused by 
the mass privatisation pro- 
gramme. the unleashing of 
long-suppressed entrepreneur- 
ial activity, and a flurry of ani- 
mated circulars from foreign 
stockbrokers ignited interest in 
the minuscule markets. 

But the flames were quickly 
doused. Some worrying minis- 
terial talk of re-nationalisation, 
the Chechen conflict, and the 
aftermath of the Mexican 
financial crisis led to a 70 per 
cent fall in the market in six 
months. 

Now interest in Russia’s cap- 
ital markets is roemerging as 
the early arrival of summer 
brings fresh optimism and the 
economy begins to stabilise. A 
longer slower bum in the mar- 
kets is now expected and battle 
has been joined by a bustle of 
young bankers and brokers, 
short" on experience but long 
on ambition, to gain a slice of 
that growing business. 

But Russia is a market like 
no other where capitalist con- 
cepts such as price, ownership, 
and corporate governance are 
still hazy and where the dis- 
tinctions between banks, stock- 
brokers and fund managers are 
blurred. The most energetic 
participants can earn salaries 
comparable with those on Wall 
Street. But as the recent gun 
attack on the Russian bead of 
the Grant stockbroking busi- 
ness confirms, the struggle can 
also have a chilling edge. 

The foreign banks, which 
dominated the first wave of 
stock market activity, are still 
the leading force in the mar- 
ket. Though hit by the defec- 
tion of almost all its senior per- 
sonnel in Moscow. CS First 
Boston remains a formidable 
presence operating from its 
plush but half-deserted offices. 
However. Brunswick, a private- 
ly-owned European bank 
chaired by Mr Gerard de Geer, 
the former head of the Swedish 
Enskilda bank, has probably 
overtaken it in terms of share 
of stock market trades. 

Yet Brunswick wiil not be 
able to preen itself for long. 
Morgan Grenfell, backed by 
Deutsche Bank, has signalled 
its ambition to grow into a sub- 
stantial player while Barings 
Securities, which had only just 
opened an office in Moscow 
before its parent bank’s col- 
lapse. has been subsumed into 
ING's sizeable operations. 

Other banks are also moving 
in to pick up lucrative advisory 
work. Eleinwort Benson, the 
British merchant bank, has 
opened an office to service its 
Russian clients - most notably 
Gazprom, the big gas producer. 
“Russia is a market which no 
serious merchant bank can 
afford to ignore.” says Lord 
Rocklev. Kleinwort's chairman. 

Yet the big l T S players, such 
as Goldman Sachs. Morgan 
Stanley. Salomon Brothers and 
Merrill Lynch are content to 
wait on the sidelines - 
although some have acquired 
prestigious advisory mandates. 
They are likely simply to 
throw capital at the Russian 
market to build a presence 
should they ever decide it 
grows serious enough. 

But the centre of gravity in 
the Moscow market may well 
be tipping towards the domes- 
tic operators able to exploit the 
growing pool of Russian capi- 
tal. Troika-Dialog, a US-Rus- 
sian brokerage, has been active 
in the market for several years, 
particularly in the government 
debt market. Mr Hans-Jdrg 
Rudloff. who built the euro- 
markets in the 1980s and led 
CS First Boston’s drive into 
eastern Europe, has also 
founded a joint venture securi- 
ties house. United City Bank, 
to act as a bridge between for- 
eign and Russian capital. 
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Some of Russia's several 
hundred brokers are growing 
increasingly sophisticated but 
they may be dwarfed by Rus- 
sia’s leading banks which want 
to get involved. Some are 
believed to be looking to repa- 
triate parts of Russia's enor- 
mous flight capital and “legi- 
timise” the money by buying 
corporate assets. Others simply 
see it as good business as Trea- 
sury bfii yields fall and cur- 
rency speculation grows less 
attractive. 

The rate of the Russian 
banks* development has been 
extraordinary and they are 
likely to emerge as formidable 
competitors. Four years ago, 
Russia possessed only a hand- 
ful of state banks; there are 
now more than 2.500 run by a 
wild assortment of former 
theatrical impresarios, cosmo- 
nauts. ex-KGB agents and one- 
time barrow boys. 


Interest in 
Russia's capital 
markets is 
re-emerging as 
the economy 
begins to 
stabilise, writes 
John Thornhill 


Mr Lou Naumovski, head of 
the European Bank of Recon- 
struction and Development’s 
Moscow office, which is help- 
ing develop local financial 
institutions, says: “There are 
some preposterous examples 
out there of people who have 
started banks defying logic and 
probability but they have 
matured over time and become 
much more realistic.’’ 

The biggest and the best of 
them have already grown into 
relatively sophisticated busi- 
nesses which have ambitions 
to resemble the “universal 
banks” of Germany or Japan. 
Some of them, such as Onexim- 
bank and Menatep. are now 
intent on expanding into the 
securities market combining 
commercial and investment 
banking activities. 

Oneximbank is likely to form 
a banking venture with Mr 
Boris Jordan and Mr Steven 
Jennings, the two former 
heads of CS First Boston's 
Moscow' office. Kommersant 
newspaper has already labelled 
the venture CS Second Boston 
or CS First Boris. 

The rival Menatep bank has 
created the Alliance invest- 
ment bank, capitalised at $10m, 
in which it bolds a majority 
stake. Mr Yuri Milner, chief 
executive of Alliance, says: 
“Last year Russians had very 
little confidence in their own 
economy and they could not 
understand why ail these for- 
eigners were buying shares. 
But they now understand and 
want to become big players.” 

Mr De Geer, of Brunswick, 
welcomes the increasing 
involvement of domestic insti- 
tutions saying it would only be 
natural for Russians eventu- 
ally to dominate their own 
market. “You have to have 
strong Russian players and 
strong international players to 
make a market,” he says. “The 
increase in the number of seri- 
ous players is good for liquid- 
ity and professionalism. The 
more the merrier." 


day looms 
for fiery 
central 
banker 

By John Thomhffl in Moscow 


Mrs Tatyana Paramonova, the 
formidable acting head of Rus- 
sia’s central bank who has 
impressed her friends and irri- 
tated her foes in almost equal 
measure, should find out 
tomorrow whether she can 
stay in her job. 

Parliament will vote 
whether to approve her nomi- 
nation, winch has been backed 
for a second time by President 
Boris Yeltsin. 

Mrs Paramonova, a devoted 
bank servant who combines a 
sound grasp of technicalities 
with a famously terrifying 
stare, was previously rejected 
while deputies were stiff fum- 
ing about last October’s rouble 
crash. 

Her cause was further dam- 
aged by the constitutional row 
that erupted over Mr Yeltsin’s 
attempt to sack her predeces- 
sor, Mr Victor Gerashchenko. 

Mrs Paramonova has since 
won praise for her fierce deter- 
mination in fighting inflation. 
Even so, approval of her nomi- 
nation this time seems finely 
balanced. 

It is perhaps the fate of cen- 
tral bank governors to be 
unloved, but In her short time 
at the top Mrs Paramonova 
has attracted many brickbats. 
She has particularly irritated 
the country's banking associa- 
tion with strict new reserve 
requirements to weed out their 
weaker members. Ominously, 
on Tuesday the parliamentary 
budget committee voted 12 to 
10 against her confirmation. 

But some politicians have 
been impressed by her appetite 
for confronting these lobby 
groups and resisting demands 
for inflationary credits. Under 
Mrs Paramonova’? guidance, 
Russia's money supply grew at 
a relatively modest 3 per cent 
a month in the first quarter, 
helping to prick the inflation- 
ary bubble. 

Mr Yegor Gaidar, the former 
prime minister and leader of 
the Russia’s Choice faction 
who previously voted against 
her, said yesterday he would 
support her. Her consistent 
financial policy should be posi- 
tively assessed, be said. 

Mrs Paramonova is a rare 
woman in Russia's corridors of 
power and rumours of internal 
feuds within the bank’s gran- 
diose headquarters on Neglin- 
naya Street have been circulat- 
ing for weeks. One official 
privately voiced his objections 
to her confirmation saying: 
“She is a woman. She is weak. 
She is only a bookkeeper.” Mr 
Alexander Khandruyev, ihe 
first deputy chairman of the 
bank, has felt obliged to deny 
publicly that he was at odds 
with Mrs Paramonova over 
spheres of influence. 

International financial insti- 
tutions. such as the World 
Bank and the International 
Monetary Fund, have been foil 
of praise for her abilities, say- 
ing she is a breath of fresh air 
after her Soviet-minded prede- 
cessor. The thick-skinned Mr 
Gerashchenko used to revel in 
being dubbed the “world’s 
worst central banker” by Mr 
Jeffrey Sachs, the Harvard 
economist, who previously 
advised the government Mr 
Sachs frequently chided him 
for his lack of knowledge of 
basic economics. 

It is not clear what will hap- 
pen if parliament again rejects 
Mrs Paramon ova's candidacy. 
Theoretically, Mr Yeltsin 
would have to propose some- 
one else, although he may sim- 
ply choose to persevere with 
her as an acting bead. 

There is certainly much 
work left to do, Mrs Paramo- 
nova has made little impact in 
her other capacity as chief reg- 
ulator of Russia’s 2^500 vola- 
tile banks. 


Nordic countries set the standard for 


I f the European Union ever 
gets serious about opening 
its electricity markets to 
competition, it could do worse 
than consider the example of 
the Nordic countries where 
deregulation is already far 
advanced. 

Norway and Finland have 
already liberalised their power 
markets and Sweden plans to 
do so from January 1 1996. 
Now what they want to do Is 
facilitate cross-border trade 
between the three countries, 
creating the world's largest 
deregulated electricity market 
In terms of power consumed. 

Deregulation opens up the 
electricity grid to anyone who 
wants to access it and breaks 
down the traditional system 
where power producers and 
distributors enjoy regional 
monopolies. This gives custom- 
ers the chance to shop around 
for the best deals, ghing any 
user the right to buy power 


Christopher Brown-Humes on creation of world’s largest deregulated 


from any supplier. 

The first Nordic cross-border 
deals are already being struck. 
The most striking examples 
were announced last month 
when two big Finnish groups. 
Outokumpu and Enso-Gutzeit. 
signed long-term power supply 
deals with Vattenfall Sweden's 
biggest electricity producer. 
This wi ll be the first time 
industrial consumers in one 
EU country have bought elec- 
tricity directly from a producer 
in another. 

Apart from the UK, the Nor- 
dic states are the only Euro- 
pean countries to have taken 
electricity deregulation so far. 
They have seen the benefits of 
liberalisation in other sectors, 
such as telecommunications, 
and, with more electricity pro- 
ducers and distributors than 
most other European coun- 


power market 

exports to 5 terawatt hou 

electricity sector year - only 4 per cent o 


tries, they already have a 
framework in place to promote 
competition. The big power 
groups have not tried to block 
deregulation as they have done 
in other European countries. 

But the Nordic effort is also 
being driven by broader strate- 
gic imperatives. Sweden is 
committed to phasing out its 12 
nuclear power plants, which 
produce half its electricity , by 
the year 2010. F inlan d has 
decided against building a fifth 
nuclear power plant, but will 
need to find alternative 
sources of energy. The hope is 
that a more efficient electricity 
market will postpone the need 
to build additional power 

plants to make up for energy 

shortfalls. 

Deregulation is altering pat- 
terns of behaviour even before 
a common electricity market 


has been established. The big 
producers are frantically try- 
ing to prevent their traditional 
industrial customers from 
defecting to other companies. 
That means they are offering 
longer, cheaper, and more 
extensive deals to their clients 
than in the past. 

"The biggest industrial cus- 
tomers have been offered 
prices 10 to 20 per cent lower 
than before." says an industry 
analyst who adds that deregu- 
lation is already creating more 
uniform prices. Electricity, 
excluding grid charges, now 
costs about SKr0.20 per kilo- 
watt hour throughout the 
region, a low level by interna- 
tional standards. In the UK. for 

instance, it is equivalent to 
SKrt.30 - and the UK is itself 
low by international standards. 

But the benefits have yet to 


be felt by private customers. In 
theory, they too can switch to 
a different power supplier, 
although in practice, the cost 
or installing new meters is 
likely to outweigh any price 
benefits. However, if distribu- 
tors can buy their power more 
cheaply, private buyers should 
end up paying less for then- 
electricity. 

Distributors will be among 
the hardest hit by the reforms 
and a process of consolidation 
is expected. Many became inef- 
ficient and over staffed under 
the monopoly regime. Dr Kar l. 
Axel EditL president of Tentum 
energy consultants in Stock- 
holm, estimates that as few as 
100 of Sweden's 250 distribu- 
tors will be around in five 
years. 

Deregulation has gone fur- 
thest in Norway, where the 


market was opened up in 1991. 
Traders have sprung up as 
middlemen between producers 
and groups of small business 
and shops and an electricity 
spot market has been estab- 
lished. 

This is the prelude to the for- 
mation of a Nordic spot mar- 
ket, where companies would be 
able to hedge their firmneiai 
risks and buy and sell physical 
electricity. OM group, the 
Swedish securities and deriva- 
tives exchange operator and 
clearer, has already developed 
a prototype system to handle 
Nordic electricity trades. 

But for the spot market to 
function efficiently, the Nordic 
countries wifi have to move 
further to remove potential dis- 
tortions. such as tariffs and 
export quotas. Norway, for 
example, currently restricts 


exports to 5 terawatt hours a 
year - only 4 per cent of its 
total production - and imposes 
expert tariffs. 

Restrictions like this show 
that for all the progress 
towards deregulation, worries 
remain about security of sup- 
ply and the continued ability of 
domestic consumers to buy 
electricity cheaply. The fear is 
that a liberalised market could 
persuade producers to export 
electricity to neighbouring 
countries if prices there are 
higher, eventually forcing 
domestic prices up. 

In Sweden, there have been 
worries that people living to 
sparsely populated areas wfll 
pay higher electricity prices 
because of higher transmission 
costs. Until these concerns are 
addressed, and potential trade 
barriers removed, deregulation 
will not produce a true com- 
mon market in Nordic electric- 
ity- 
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EUROPEAN NEWS DIGEST 

US backs deals 
on ‘open skies’ 

The US yesterday defended wide- ranging bilateral “open 
skies" deals it has signed with sixEU member states and 
- rejected European Commission criticisms of the agreements. 

- Mr Stuart Eizenstat, US ambassador to the EU, said the 
bilateral deals were "in the interest of both Europe and the 
US". The agreements were not inconsistent with EU law. nor 
did they threaten the EU aviation market, he said 
. Mr Meil Kinnock, EU transport commissioner, has opposed 

the deals, alleging that they contravene European law and 
. that cumulatively they pose an economic threat to the EU 
.market Brussels has started legal proceedings against 
. Belgium, Denmark, Luxembourg, Austria, Sweden and 

. F inland 

Mr Kinnock believes the EU would he better served by a 
bilateral deal and is seeking negotiating powers from EU 
member states. Mr Eizenstat, speaking at a conference on 
US-European aviation relations, pointed out that the US was 
. . ready to negotiate an EU-wide agreement Previous attempts 
to achieve this had foundered because the US "lacked a 
negotiating partner with the legal competence to negotiate 
with us*.; ’ Carotins Southey, Brussels. 

Juppe’s low-rent flat criticsed 

On the eve of Sunday's first round vote in France's municipal 
elections, the prime minister, Mr Alain Juppe, yesterday came 
under fire for occupying a low-rent apartment in a stylish area 
of Paris of which he has been the deputy mayor responsible 
for finance. 

The Canard Enchainfe satirical weekly revealed that Mr 
Juppd paid FFr 14,493 (£1,883) a month for a six-room flat with 
a terrace in a district where rents are usually more than 
double for comparable properties. Two months ago. the same 
weekly revealed that in the same area of Paris President 
Jacques Chirac had paid FFr11,000 a month for a ground floor 
flat with a garden. 

Mr Bertrand Delanoe, leader of the Socialist minority on 
Paris city council, said he was shocked at these cases, in a city 
with 20,000 homeless and a Anther 60,000 families on a waiting 
list for cheap ho using : it remains to he seen whether this 
criticism will carry any echo in Bordeaux, where Mr Juppd is 
now r unning for mayor. David Buchan, Paris. 

UK and Dutch managers mobile 

... Dutch and British executives 
.^European. transfers * - are generally the most willing 

l... • , ' to re-locate to another 

-^mcuiims ■WsBestconcaros - country ^ Europe, according 

.• *. to an annual repent by Monks 
. ■■■'| H'cC£c»OTfamgM : Partnership, a UK-based 

L_; [ CMcwa«auoaaon , ~ . consultancy. Italian. French. 

>■ : German, Spanish and Swiss 

PL'-l soouj2ci«t*MtMm executives were more likely 
. 40. to he unwilling to re-locate, 

. Hh4r fla w* barner according to the survey of 

‘.3°: ' in. if ■T ;; transfer policies of 39 

multinational groups. More 
'2°- ~ than 80 per cent of the 

1 companies polled believed the 

' 1 Q.' development of a Europe-wide 

i ’■// ; . organisation was important, 

' ,0-i- U J 1 » k - _ — compared with 74 per cent in 

... 1994 and 55 per cent in 1993. 

Nearly 90 per cent required management teams with 
international experience. 

F amil y circumstances, including dual career families and 
children's education was. the most Important factor inhibiting 
career moves. lisa Wood, Employment Staff. 

Ukraine ends powers deadlock 

Ukraine's president Leonid Kuchma and parliament agreed 
yesterday to sign a “constitutional treaty", ending a deadlock 
on the division of powers. 

Under the agreement, Mr Kuchma will have broader rights 
to issue decrees and appoint ministers. He has argued that 
Ukraine needs a strong president to implement economic 
reform, overhaul local government and fight corruption. 

. ‘ In return, the president agreed to a one-year deadline for a 
new constitution. The treaty was approved by a wide margin 
in parliament The decision means the president will 
cancel a planned referendum which had been opposed by 
p arliament. - Matthew Kaminski and agencies, Kiev. 

Italy’s interior minister resigns 

Mr Lamberto Dini, the Italian prime minister, was yesterday 
faced with the delicate task of finding a new interior minister 1 
after the resignation of Mr Antonio Brancacdo for health 
reasons. The 71-year-old minister tendered his resignati o n 
after being admitted to hospital for the third time this year. 

Mr Brancacdo, a former chairman of the snpreme court, was j 
brought in as interior minister when the Dini govemmentrwas j 
formed in January. 

At the time Mr Dini was backed by the right-wing coalition 
of Mr Silvio Berlusconi, the former prime minister, and the 
choice of ministers, none of them MPs, reflected this. But the 
government now rehes on the centre-left for its majority mid 
Mr Dim will be underpressure to find a candidate who enjoys 
the latter’s support. Robert Graham, Rome. 

Czechs end Slovak trading deal 

The Czech government yesterday decided to cancel the 
Ecu-denominated trade-clearing agreement with Slovakia set 
up three months after the division of the former Czechoslovak 
federal state in January 1993. 

The cl earing agreement, which requires deficits in excess of 
Ecul3Qm (£108m) each month to be paid in hard currency, was 
set up to avoid a collapse in bilateral trade when both states 
were short of hard currency. But a lO per cent devaluation of 
; the Slovak Koruna in July 1993, partially offset by a 4 per cent 
; revaluation two weeks ago. coupled with imposition of a 10 per 
oani Slovak import surcharge led to a $75Qm (£478m) bilateral 
trade surplus far Slovakia over the last year and angered 
Czech exporters. Anthony Robinson and Vincent Boland. 

ECONOMIC WATCH 

German unemployment falls 

~ "V. t Germany’s unemployment 

'nni ^iVmr ' ''' .V" - - ■ rate in May fen for the fifth 

,. f.-* — . . .. month in a row, reaching its 

«!»,■«' - . lowest level since September 

Jtdt \ . . ..... 1993. But economists said the 

-ifl.0 decline merely reflected the 

A'v 'ft usual seasonal fan in the 

' ■ -.<**1 . V74 -.- — number of people but of work 

V, .7; V ■ \ - and gave no dura about 
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•;.* representing 9 per cent of the 
labour force. However, 

‘-v^.v s^spnally adjusted 

iawnplgymept, which is 
® [• regarded as the most reliable 
*■ index for the health of the 


Sp^RxDaBsnara .a maex ior me xxemui ui uic 

labour maiiet. fen only slightly to 1544m, down 
; in ApriL The April figine had risen from s March level of ; 

i 541 nL- - - - : . • . . . 

The first five months erf this year showed a nse fo 
unemployment of 12,000 which, according to > analysts jhowed 
■ that despite the economic recovery, compares weresMI 
reluctant to take on new people. 

"the relative strength of the D-Mark against other currencies 

would affectnaw^ers durmg the year. 

meanwhfle, unadjusted unemploymrat fell 

-cent, hrS fast year. . Michael Undemarm, Borm. 


Bonn plans telecoms compensation fund 


By Michael Undemann in Bonn 

Germany will create a special 
fond to compensate for provi- 
sion of unprofitable nation- 
wide telecommunications ser- 
vices after the 1998 watershed 
when the market is liberal- 
ised, Mr Wolfgang Bfitscb, 
minister for post and telecom- 
munications, said in Bonn yes- 
terday. 

Presenting the first draft of 
the new law which is intended 
to regulate Europe’s biggest 
telecommunications market, 
Mr Bdtsch stated that the fond 
would be used to offset losses 
which operators might incur 
by supplying telephone ser- 


vices to remote areas, such as 
alpine districts. 

All companies which would 
have a market share of more 
than 5 per cent of the liberal- 
ised market post-1998 would 
have to pay into the fund, the 
minister added. 

In face of persistent criti- 
cism from Germany's influen- 
tial power utilities which are 
keen to enter the liberalised 
market, the minister declared 
that Germany would press 
ahead with plans to open the 
sector to an unlimited number 
of operators after 1998, as 
detailed in his deregulation 
guidelines. 

The guidelines, setting oat 


the shape or the liberalised 
German telecoms market, 
were first published at the end 
of March. 

Since then, the ministry has 
received 54 responses from 
some of Germany’s biggest 
companies, political parties 
and industrial associations. 

Only the opposition Social 
Democratic party (SPD) and 
the German Postal Union 
(DPG), which represents the 
majority of Dentsche Tele- 
kom's 230,000-strong work- 
force, rejected the guidelines 
outright, a ministry spokes- 
man said. 

Hie SPD, which Is close to 
the DPG. recently criticised 


Mr Bdtsch’s guidelines, saying 
"chaos" would be caused if he 
allowed an unlimited number 
of operators to provide tele- 
coms services, and demanded 
that all new entrants be 
required to provide so-called 
universal services. 

Several of the big electricity 
utilities such as Viag bad 
argued in favour of a limited 
number of new operators after 
1998, when telecomm uni ca- 
tions are liberalised in Ger- 
many and across most of 
Europe. 

However, despite isolated 
objections, Mr Bdtsch said the 
guidelines had met with “over- 
whelming" approval, and he 


insisted he would press on 
with his efforts to create a 
market that was as open as 
possible. 

“I do not want to create a 

market with administrative 
measures because history has 
shown that that has never suc- 
ceeded and that it is asking 
too much of bureaucracies," 
Mr BStsch declared. 

His plans, which are due to 
be approved by the German 
cabinet in December, may still 
be blocked by the SPD in the 
Bnndesrat, the upper house of 
parliament, where the party 
has a majority. 

A spokesman for the tele- 
communications minis try said 


he did not yet know bow the 
SPD, which has sought to 
delay earlier stages of the tele- 
communications reform in 

recent years, conld be per- 
suaded to endorse the plans. 

“We have done all we can to 
create a market where compe- 
tition is assured and where 
access for newcomers is guar- 
anteed." a spokesman said. 

The idea of using a fund to 
compensate any losses caused 
by the provision of so-called 
universal telecommunications 
services was suggested by the 
European Commission In the 
second part of its green paper 
on telecommunications issued 
earlier this year. 


Brussels to probe two mobile satellite groups 


By Caroline Southey in Brussels 

Two satellite mobile phone 
consortiums are to be investigated by 
the European Commission to estab- 
lish whether they breach competition 
rules. 

The probe. launched by Mr Karel 
Van Mlert, competition policy com- 
missioner, will focus on the technical, 
financial and commercial operations 
of two mobile satellite systems: Glob- 
alstar, led by Loral Corporation, a 
leading US defence electronics com- 
pany; and Iridium, led by Motorola, 
the US telecommunications equip- 
ment manufacturer. 


The Co mmiss ion accepts that the 
mobile satellite systems market will 
be dominated by a few large operators 
because of the high-risk factor 
involved in the technology as well as 
the financial cost of launching and 
operating satellites. 

But Mr Van Miert is concerned that 
the small number of large interna- 
tional consortiums operating in the 
sector could dominate downstream 
activities, such as local service provi- 
sion. distribution and equipment sup- 
ply. which could affect competition in 
the EU. 

"We recognise the strategic nature 
of the systems and that they can 


bring real benefits to people, particu- 
larly in remote parts of the world. But 
we need to know how they are being 
organised." a Commission official 
said. 

The consortiums are aiming to 
build global systems enabling users to 
make relic on hand-held phones from 
anywhere on earth. This means they 
will have to negotiate terms with 
existing operators of fixed and mobile 
services to ensure delivery of calls. 

The Commission estimates that mil- 
lions of subscribers will be offered 
satellite personal communications 
services by the year 2000 and that 
satellite-based mobile communication 


systems using hand-held terminals 
will generate revenues worth EculObn 
(£83bn)-Ecu 20bn during the next 10 
years. “The indirect effects which will 
ripple through related markets will be 
much greater,” a Commission official 
said. 

Brussels has asked the two consor- 
tiums for details on the terms and 
conditions of their distribution poli- 
cies, what links they plan with cellu- 
lar terrestrial networks and the level 
of access competing operators would 
have to infrastructure owned by part- 
ners in one of them. 

“Open, noa-discriminatory and fair 
conditions regarding partnerships and 


agreements will need to be maxim- 
ised," said the official. 

The Commission is already looking 
at the rival consortium Inmarsat-P, 
the satellite telephone system being 
developed by the International Mari- 
time Satellite Organisation. Its part- 
ners include Telefonica of Spain, 
Swiss Telecom and Telecom F inland , 

Inmarsat-P volunteered information 
on its system and partnership agree- 
ments to the competition authorities 
in Brussels. Mr Van Mlert has initi- 
ated the investigations into Global- 
star and Iridium, asking initially for 
information as the first step in any 
competition investigation. 
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EUROPEAN PRIZE 
FOR THE BEST BUSINESS 
LAW STUDENT 1995 


The European Prize 
will be open to citizens of the 
European Union who are specialising 
in business law and are about to 
embark on their professional career. 
Prize winners from each country 
will take part in a final European 
round which will be held in Madrid 
in November 1995, and in different 
European cities in subsequent years. 

Travel expenses to the final 
round will be paid 


1 st PRIZE 

The equivalent of 3,000 ECU plus six 
months in one of Freshfields’ offices. 

2 nd P RIZE 

The equivalent of 1,500 ECU plus three 
months in one of Freshfields’ offices. 

3 ri PRIZE 

The equivalent of 750 ECU plus three 
months in one of Freshfields’ offices. 


If yOU have : — 1 — A university law degree or are attending a law school 
— 2 — Examination results which qualify you to be regarded among the top busi- 
ness law students — 3 — A thorough knowledge of business law together with a 
good understanding of EU law —4 — A fluent command of at least two European 
languages, including English and preferably a good knowledge of a third. 


Ask fbr application forms in your university or law school, or call 


Florence Henrict 

Freshfields, Paris 
Tel. : + 33 1 44 56 44 56 


Pat Allan 

Freshfields, London 
TeL : + 44 171 832 7680 


Avail Lockhart 

Freshfields, Frankfort 
TeL : + 49 69 975 701 01 


Nancy Hoevensars 
Freshfields, Brussels 
TeL : + 32 2 230 0820 


Miriam Navarro 

Freshfields, Madrid 
TeL : + 34 1 319 1024 


Your application must arrive at Freshfields by 15 September 1995 
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Halifax menu shows G7’s varying appetite for reform 

The leaked draft, noting areas of disagreement, provides a scorecard for winners and losers at the summit, writes Peter Norman 


I t was the stuff of a bureaucrat's night- 
mare. A document, clearly marked as 
a draft co mmuniq ue for next week’s 
Group of Seven summit in Halifax. Nova 
Scotia, was released in Ottawa by the 
Canadian opposition New Democratic 
party on Tuesday night and winged round 
the world by Japan’s Kyodo news agency 
early yesterday. 

UK officials concerned with the s umm it 
said yesterday that the document was only 
a working document that had been put 
together rapidly after the last meeting or 
"sherpas", the officials responsible for 
s ummit preparations, on May 27. 

The Canadian government is in the pro- 
cess of preparing a proper draft which the 
sherpas and heads of government will 
work on after the summit starts on June 
15. In the Canadian parliament. Mr Paul 
Martin, Canada's finance minister, told 
opposition MPs that the summit's “ulti- 
mate decisions may well bear no resem- 
blance to whatever document you may 
have". 

But the leaked document is a serious 
embarrassment to the politicians 2 nd offi- 
cials preparing next week's get-together of 
leaders from the US, Japan. Germany. 
France, Britain. Italy, Canada and the 
European Commission. Even though 
rough and no more than an aide-memoire. 


it highlights where differences remain 
and. through bringing these into the open, 
could make their resolution through nego- 
tiation in Halifax more difficult. The G7 
leaders will go to Halifax aware that jour- 
nalists and analysts will be able to draw 
up lists of supposed winners and losers 
based on a comparison of the leaked docu- 

The leaked document is a 
serious embarrassment to 
the politicians and 
officials preparing next 
week’s get-together of 
leaders from the US, 
Japan, Germany, France, 
UK, Italy, Canada and 
the EU Commission. 

meat and the final text. 

In fact the document shows that the 
sherpas have achieved a substantial basis 
for agreement among the leaders, espe- 
cially when it comes to strengthening the 
International Monetary Fund and other 
international financial institutions in the 
wake of Mexico’s financial crisis earlier 


this year. In their review of the institu- 
tions of global co-operation, agreed at last 
year’s s ummi t in Naples, the G7 are less 
sure how far they should go in pressing 
for a reform of the United Nations. 

Trade is a significant omission in the 
text: a headline “Creating opportunities 
through trade" is followed simply by a 
note in parentheses that says "new text to 
follow". Officials said yesterday that this 
did not signify deep disagreement. But 
trade remains a murky part of the summit 
agenda, not least because it is as yet 
imrJear whether Halifax will he the venue 
for substantive talks on the current US- 
Japanese dispute over trade in cars and 
car parts. 

The G7 appear agreed that the IMF 
needs to strengthen its surveillance of 
national economic policies and financial 
markets. According to the text they have 
gone further than the IMF policy-making 
interim committee did at its end-April 
meeting in urging the Fund to establish a 
procedure that would publicly identify 
countries meeting “benchmark" standards 
for the timely publication of important 
economic and finan cial data. 

The G7 are prepared to recommend a 
doubling of financial resources to deal 
with Mexico-type emergencies through the 
IMF's General Arrangements to Borrow. 


This facility, available in times of crisis 
from the Group of Ten industrial countries 
and Saudi Arabia, currently is worth 
about $28bn. 

However, disagreement exists among 
the officials over proposals that the IMF 
should borrow in financial markets and 
the plan of Mr Kenneth Clarke, the UK 
chancellor, that the IMF should sell some 
of Us gold to ease the multilateral debt 
burden of those poor developing nations 
that are enacting economic reform. 

There are far more -square brackets" 
indicating disagreement in the parts of the 
document dealing with development 
issues, the reduction of poverty and the 
future of the United Nations. 

The officials have written that the G7 
“support a replenishment of the IDA", the 
International Development Association 
which is the World Bank's soft loan 
agency. But they cannot agree on whether 
the replenishment should be “significant". 
At one point, they urge multilateral insti- 
tutions, such as tiie IMF and World Bank, 
to take developing nations' “unproductive 
spending into account in extending assis- 
tance". The square brackets show at least 
one country wants “military'' spending to 
be included in the criterion. 

The G7 want to use the UN's 50th anni- 
versary this year to launch a process of 


ref o r m of the UN and its agencies but, 
jud g in g from the document, they differ 
over how far this aizs should be made 
explicit at Halifax. The square brackets 
reveal that same G7 members are far more 
willing than others to threaten the UN 
with a reduction of funds or to pinpoint 
institutions which could be closed down. It 

Officials disagree about 
the plan of Mr Kenneth 
Clarke, the UK 
chancellor, that the IMF 
should sell gold to ease 
the debt burden of those 
poor developing nations 
that are undertaking 
economic reform 

is understood that the UK and the US have 
been more hawkish than Germany or 
France in pressing far a clear outline of 
reform. 

At one point multilateral institutions 
are told that they "must reduce costs, and 
be both responsive and transparent. . . to 
remain relevant". At least one G7 country 


wants to add "and to secure the continued 
support they need". _ 

Elsewhere, the UN is urged to update 
the mandate and focus of its institutions 
in the light of the establishment of new 
international organisations such as the 
World Trade Organisation. Unctad. the UN 
Conference on Trade and Development, is 
specified in a square bracket as a possible 
candidate for the chop. The UN’s regional 
economic commissions and Unido (the UN 
Industrial Development Organisation! are 
identified in another square bracket as 
bodies which may not have “a continuing 
role in the light of economic md political 
changes since they were set up". . 

The G7 want to “consolidate and stream- 
fine" the UN’s organisations in the eco- 
nomic and social fields. The sherpas, how- 
ever, have so far been Unable to agree 
whether they should specify humanitarian 
relief or development assistance for 
streamlining or raise the possibility of 
merging some smaller UN programmes 
and governing bodies. Similarly, there are 
four options of varying degrees of severity 
which sum up the GTs wish to see the UN 
become more efficient, less costly, better 
managed and more accountable. - 
Differences notwithstanding, it is clear 
that the UN is heading for a shake-up if 
the G7 has its way. 


Hopes grow for Middle East peace 


By Julian Ozanne in Jerusalem 

The Middle East peace process 
appeared to be moving into 
high gear yesterday as Egypt 
announced the Israeli and Syr- 
ian chiefs-of-staff would meet 
this month, and Israel and the 
Palestinians reported remark- 
ably good progress in talks. 

Growing optimism of a sub- 
stantial breakthrough towards 
a comprehensive Middle East 
peace came on the eve of the 
arrival of Mr Warren Christo- 
pher. US secretary of state, 
whose visit is being viewed 


widely as crucial to determin- 
ing the pace of progress this 
year. 

President Hosni Mubarak of 
Egypt yesterday said the Syr- 
ian and Israeli cbiefs-of-staff 
would meet in the US at the 
end of the month. 

Neither Israel nor Syria 
immediately confirmed Mr 
Mubarak's statement but Israel 
has traditionally said it is vital 
for Syria to send its top gen- 
eral to talks on security issues 
if swift progress is to be made 
od complex issues such as 
demilitarised zones, early- 


warning stations and the time- 
table for an Israeli troop with- 
drawal from the occupied 
Golan Heights. 

Mr Dennis Ross. US Middle 
East envoy, saw Syrian chief- 
of-staff Lt Gen Hikmat Shihabi 
in Damascus yesterday before 
flying to Egypt and later on to 
Israel in preparation for Mr 
Christopher's 13th shuttle 
diplomacy in the region. 

Mr Mubarak's statement was 
seen in Israel as an effort to 
secure the Israeli prime minis- 
ter's attendance at a proposed 
three-way summit with Mr 


Christopher in Cairo tomor- 
row. 

Mr Ross has remained cau- 
tiously optimistic during his 
visit. Israeli officials say the 
US believes there is a real pros- 
pect for reaching an agreement 
this year and that President 
Bill Clinton, who phoned Syr- 
ian President Hafez Assad on 
Tuesday, is prepared to become 
personally involved if there 
is the chance of a break - 
through. 

tn israeli-Palestinian negotia- 
tions. both sides said there had 
been a substantial change in 


the mood of the talks after 
Israel’s decision this week to 
si gnificant ly expand the scope 
of the powers it will transfer to 
Palestinian self-rule. 

"The Israeli position is a 
good signal This shows that 
the Israeli side is committed to 
what it signed," said Mr Jamil 
Tarifi, head of the Palestinian 
delegation. 

“The talks were in good 
spirits.” said Major General 
Oren Shahor. chief Israeli 
negotiator. “In the same way 
we shall do the rest, quickly 
and as soon as possible." 




If the 


rainforests arc 


being destroyed at 


the rate of thousands of 


trees a minute, how can planting 


just a handful of seedlings nuke a difference? 

A WWF - World Wide Fund For Nature tree 
nursery addresses some of the problems facing people 
that can force them to chop down trees. 

Where hunger or poverty is the underlying cause 
of deforestation, we can provide fruit trees. 

The villagers of Mugunga, Zaire, for example, eat 
papaya and mangoes from WWF trees. And rather than 
having to sell timber to buy other food, they can now 
sell the surplus fruit their nursery produces. 

Where trees are chopped down for firewood, 
WWF and the local people can protect them by planting 
fast- growing varieties to form a renewable hid source. 

This is particularly valuable in the Impenetrable 
Forest, Uganda, where indigenous hardwoods take 
two hundred years to mature. The Markhamia lotea 
trees planted by WWF and local villages can be 
harvested within rive or six years of planting. 

Where trees arc chopped down to be used for 
construction, as in Panama and Pakistan, vve supply 
other species that arc fast-growing and easily replaced. 

These tree nurseries are just part of the work we 
do with the people of the tropical forests. 

WWF sponsors students from developing countries 
on an agrotorcstry course at UPAZ University in 
Costa Rica, where WWF provides technical advice on 
growing vegetable and grain crops. 


Unless 


help is given. 


soil is exhausted 


very quickly bv “slash 


and burn” farming methods 


New tracts of tropical forest would then have 
to be cleared every' two or three years. 

This unnecessary destruction can be prevented by 
combining modern techniques wirh traditional 
practices so that the same plot of land can be used to 
produce crops over and over again. 

In La Planada, Colombia, our experimental farm 
demonstrates how these techniques can be used to 
grow a family’s food on a small four hectare plot. 
(Instead of clearing the usual ten hectares of forest.) 

WWF fieldworkers are now involved in over 100 
tropical forest projects in 45 countries around the world. 

The idea behind all of this work is that the use of 
natural resources should be sustainable. 

WWF is calling tor the rate of deforestation in the 
tropics to be halved by 1995, and for there to be no 
net deforestation by the end of the century. 

Wrire ro the Membership Officer at rhe address 
below to find out how you can help us ensure that 
this generation does not concinue ro steal nature’s 
capital from the next. It could be with a donation, 
or, appropriately enough, a legacy. 


& 


WWF World Wide Fund For Nature 

fformnl) World Wildlife Fundi 

International Secretariat. 1196 Gland. Switzerland. 


FOR THE SAKE OF THE CHILDREN 

WE GAVE THEM A NURSERY. 



IMF warns Israel over 
threat to economic growth 


By Julian Ozanne in Jerusalem Israel 


The Inteniatioaal Monetary 
Fund yesterday warned that 
Israel's widening current 
account deficit, high inflation, 
fiscal slippage and marked 
decline in domestic savings 
threatened the country's sus- 
tainable economic growth. 

In a critical annual report 
given to the government the 
IMF also condemned the slow- 
ing of the structural reform 
process, marked by increases 
in public sector wages and 
employment, the “very slow 
pace" of privatisation and the 
introduction of a pension plan 
that “will both seriously com- 
promise future government 
budgets and considerably 
undermine the efficient func- 
tioning of the capital market”. 

•Every effort will need to be 
made ro reinvigorate Israel’s 
structural reform process both 
in order to improve the supply- 
side response of the economy 
and to signal to the interna- 
tional community- that Israel 
remains committed to a more 
market-oriented approach to 
economic poiicy." said the 
Fund 

The report said Israel’s eco- 
nomic performance since 19® 
had been “impressive" with 
average economic growth of 6 
per cent, a fall in unemploy- 
ment despite high immigra- 
tion, and a consolidation of 
public finances. 

Japanese 
cities top 
living cost 
survey 

By Robert Taylor, 

Employment Editor 

Toyko and Osaka/Kobe in 
Japan are the world’s most 
expensive cities with living 
costs more than double those 
of New York, according to the 
Economist intelligence Unit's 
latest cost of living survey pub- 
lished yesterday. 

The survey, covering 121 
cities, found Zurich has the 
highest living costs of any 
European city followed by Oslo 
and Geneva Moscow and Braz- 


Current account balance. $bn - 


SoweeCorjwrare RRiMUt Group. Geneve 


zaville are more expensive to 
live in than London and Syd- 
ney, according to the index 
which is based on prices 
charged on a variety of items 
and adjusted for exchange rate 
differences but excludes bous- 
ing costs. The cities with the 
lowest living costs are Bombay 
and New Delhi followed by 
Mexico City and Harare. 

Over the past six months 
Copenhagen. Brussels, Amster- 
dam and ail German cities 
have grown more expensive to 
live in because of strengthen- 
ing exchange rates. Even Lis- 
bon, which used to be Europe's 
cheapest city, has moved up in 
the EIU table to 37th from 53ixi 
place six months ago. 

ElU Worldwide cost of living 
survey. £225 for each city, 15 
Regent Si, London SWTT 4LR 
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But it said recent economic 
developments "threaten the 
continuation of Israel’s satis- 
factory economic perfor- 
mance". Inflation rose to 14£ 
per cent last year, up from 11.2 
per cent in 1993, and the cur- 
rent account deficit doubled to 
S2.8bn (£1.78bn). 

The Fund said Israel’s main 
challenge was to increase 
domestic savings and public 
sector savings, in particular to 
relieve pressure from the grow- 
ing external current account 
deficit 

It strongly criticised what it 
termed the “lack of ambition" 
in the 1995 budget - which tar- 
geted a deficit of 2.75 per cent 
of gross domestic product - 
and the danger of public spend- 
ing exceeding budgeted levels 
at a time when the economy 


was overheated. 

Ambitious fiscal policy was 
vital, the IMF said, to alleviate 
balance of payments concerns 
and reduce Israel’s public debt 
of more than 90 per emit of 
GDP in order to generate 
savings for future pension fund 
obligations. 

“If the basis for sustainable 
export-led growth is to be laid, 
it will be of the essence that 
appropriate restraint is exer- 
cised in demand management 
policies and that monetary pol- 
icy is more fully supported by 
fiscal policy.” the report said. 

The Fund singled out the 
government's recently 
announced pension proposals 
for severe criticism. The new 
pension scheme would impose 
a heavy- burden on future bud- 
gets, distort the efficient func- 
tioning of the capital market 
and “raise fundamental Ques- 
tions about Israel's longer term 
growth," it said. 

The Fund also urged the gov- 
ernment to stick to its restric- 
tive and cautious monetary 
policy to meet this year’s infla- 
tion target of 8-11 per cent and 
put in place a credible medi- 
um-term inflation reduction 
path. 

Tbe Fund praised Israel's 
diagonal exchange rate band, 
gradual liberalisation of capital 
flows, and commitment to lib- 
eralising trade with a target of 
reducing tariffs on imports to a 
range of 8-12 per cent by 1999. 


Mandela admits 
ordering ANC 
guards to shoot 
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By Roger Matthews 
in Cape Town 

President Nelson Mandela of 
South Africa yesterday 
launched a vigorous defence of 
his instruction to security 
guards at the headquarters of 
the African National Congress 
to shoot to kill if the building 
was attacked during a demon- 
stration by the mainl y Zulu 
Inkatha Freedom party in 
March last year. 

Opening an emergency par- 
liamentary debate, Mr Mandela 
regretted that eight IFP mem- 
bers were subsequently shot 
and killed near the building, 
but said repeatedly the vio- 
lence did not come "as a bolt 
from an otherwise clear sky”. 

A police investigation has 
failed to discover who was 
responsible for the murders 
and Mr Mandela's revelation 
last week of his involvement 
has heightened tensions 
between his party and the IFP. 

The cabinet agreed yesterday 
to set up a special committee 
headed by Mr Mandela and 
including the two deputy presi- 
dents and Chi ef M angosuthu 
Buthelezi, the IFP leader, to 
find ways of stemming the 
worsening political violence in 
KwaZulu-Natal. 

Cheered on by the public gal- 
lery packed by ANC support- 
ers. Mr Mandela told parlia- 


ment he had received informa- 
tion that the headquarters was 
going to be attacked with the 
aim of destroying documents 
and killing senior members of 
the party. 

More than 30 people had 
already died in the Johannes- 
burg area that day, before the 
marchers reached the ANC 
building, he said. What would 
have happened to South Africa 
if the attack had been success- 
fid, Mr Mandela asked, empha- 
sising the guards had the right 
to act in self-defence. 

Responding for the National 
party. Mr H A Smit asked why 
Mr Mandela had remained 
silent for 14 months before 
making his statement and 
demanded that a judicial com- 
mission be set up to investi- 
gate the Incident He suggested 
that Mr Mandela may have 
spoken out now because the 
police were close to discover- 
ing the truth, and accused the 
ANC of behaving as • Hwwrg h it 
was above the law. 

Mr Joe Matthews, deputy 
minister for safety ami secu- 
rity, said on behalf of the IFP 
that if the tailings were an act 
of self defence it was curious 
that the bodies were found 
some distance from the ANC 
building. This did not suggest 
that they were attacking the 
building, but rather had fallen 
victim to an ambush, he said. 
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3 Wily Gingrich keeps all guessing 

■'X, Jrarek Martin wonders whether the Republican speaker will stand for president 
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W hen a politician, in 
one week, addresses 
8 chamber of com- 
merce from Iowa and then 
heads off to New Hampshire it 
is assumed he is running for 
something. They are the first 
two states on the presidential 
election year calendar. 

So it follows that since Mr 
Newt Gingrich made a speech 
to the Des Moines Chamber of 
Commerce in Washington yes- 
terday and leaves for the gran- 
ite state t omorr ow the Speaker 
is “testing the waters” for a 
national candidacy. 

That, indisputably, is the 
media story. A 2tXtetroug press 
cavalcade worthy of a fron- 
trunner will dog Mr Gingrich’s 
every move in New Hampshire 
and be will get the sort of free 
television exposure that most 
declared candidates would give 
their eye-teeth for. He will 
probably outdraw President 
Bill Clinton, who is giving a 
college graduation speech on 
Sunday in the same state. 

Bnt the media circus does 
not. mean that he is running. 
Nor has any thing - Mr Gingrich 
has said so far tipped the wink. 
His tantalising public com- 
ments have ranged, in chrono- 
logical order this year, from 
“no" (too busy as Speaker) to 
“maybe” (nothing can be ruled 
in or out) to “wait and see” 
(not before August, because of 
an upco ming - book tour). 

Perhaps the best - and cep 
tainly the most plausible - 
guide to his thinking has been 
provided by Mr William Kris- 
tol, friend. Republican strate- 
gist and collaborator in the 
writing of Mr Gingrich's Con- 
tract with America. The Kris- 
tol version, gleaned over the 
last week, runs something like 
this. 

The Republican presidential 
candidate -in 1996 cannot be a 
“Bushier hr the mould of for- 
mer President George Bush, 
but should be the person most 
capable of carrying forward the 


OBITUARY: J P ECKERT 




Newt Gingrich: signs he may enter the race ap 

Gingrich-led “revolution” of ernor Pete Wilson of Calif- 
the 1994 mid-term elections, omia. 


That cannot be Senator Bob 
Dole because no matter how 
much he now signs up to the 
new Republican agenda he is 
too associated with the old pol- 


It could be Senator Phil 
Gramm of Texas or ex-gover- 
nor Lamar Alexander of Ten- 
nessee, but neither has caught 
fire. It might have been Bill 


itics of compromise. Nor, for Bennett, former secretary of 
the same reason, can it be Gov- education, or ex-vice president 


Dan Quayle, Mr Kristol's old 
boss, or Jack Kemp, once hous- 
ing secretary, but none are 
running. It is unlikely to be 
Pat Buchanan or Congressman 
Bob Do man, because it is pos- 
sible to be too extreme. Rule 
out the moderates (Senators 
Richard Lugar and Arlen Spec- 
ter) and only the Speaker is 
left. 

But Mr Kristol has some 
caveats. Though he doubts it 
can bold up, the size of Mr 
Dole's lead among declared 
contenders could become a 
deterrent in itself. He would 
prefer that Mr Gingrich get 
“drafted” rather than volun- 
teer himself, which would 
reveal his ambition as alto- 
gether too naked. 

Or. as he put it to CNN, “if 
Bob Dole starts to falter as the 
frontrunner and if P hil Gramm 
can’t succeed in uniting the 
Reagan coalition behind him 
...then, when you talk to 
Republicans around the coun- 
try the person they admire the 
most, who makes them stand 
up and cheer, is Newt Gingrich 
... and they think maybe he 
should be the nominee." 

The potential flaw in the 
hypothesis, which Mr Kristol is 
far too smart to deny, is that it 
is framed from the perspective 
of a Republican activist who 
sees a desirable outcome but 
doubts that other candidates, 
of middle or right, can either 
get elected or bring it about 

It also begs the question of 
whether Mr Gingrich's appeal 
stretches sufficiently beyond 
the committed to make him a 
viable opponent to, probably, 
President Bill Clinton. While 
the pundits concede that he is 
a dominant political player in 
Washington, public opinion, as 
measured by polls, remains 
much less impressed. 

Even sympathetic commen- 
tators have begun to worry 
that the Speaker is getting a 
little carried away with his 
fame in the capital and the 


adulation of the faithful when 
he is an the road, as last week- 
end at the Chicago book fair. 

Mr Paul Gigot, writing in the 
Wall Street Journal last week, 
sardonically observed after the 
Speaker had cited both JFK 
and Thomas Jefferson as prece- 
dents for his New Hampshire 
trip: “Mr Gingrich's ego is now 
so large that he doesn’t com- 
pare himself to Just a single 
world-historical figure when 
two are available.” 

Mr Charles Cook, of Roll 
Call, the congressional newspa- 
per, was more scathing, 
describing as “abysmal” the 
Speaker's chances of getting 
elected president. “Let Newt 
have his fun next week but 
don't count on him jumping 
into this presidential race, he’s 
a lot smarter than that." 

Finally, Mr Dole has shown 
no signs of slipping. His lurch- 
ing to the right may be trans- 
parent but, inside the party, it 
is serving a purpose. His cam- 
paign, unlike previous 
attempts in 1980 and 1938. 
appears to be professionally 
run. especially at the state 
level 

If he can keep it up, and 
assuming Messrs Gramm and 
Alexander continue to floun- 
der, be might be uncatchable. 
even by Mr Gingrich. 

But the banners and the 
chants In Nashua and Concord 
this weekend will tell a differ- 
ent story. An editorial in the 
Manchester Union Leader, not 
much changed since its anti- 
communist heyday under Wil- 
liam F Loeb, virtually begged 
him to run as “a standard 
bearer who is ideologically 
pure.” 

As Mr Tony Blankley, the 
Speaker's English-born press 
secretary put it, “you give the 
people what they want" But 
he also added a word of cau- 
tion. “Part of this is just the 
silly season.” 


Pioneer of the 
computer age 


Argentina seeks to end 
free higher education 


J Prosper Eckert, who helped 
herald- the new information 
age fay corinventihg the first 
electronic digital computer, 
has died after a long battle 
with cancer. He was 76. 

Eckert died at Bryn Mawr 
Hospital from complications 
caused by leukaemia, a hospi- 
tal spokeswoman said. 

Along with John Mauchly, 
Eckert co-invented the elec- 
tronic numerical integrator 
and computer which may 
have marked the beginning of 
the modem information age. . 

“It's like knowing Thomas 
Edison or Henry Ford," said 
Mr Don Dowd, a computer 
industry spokesman who had 
known Eckert for 33 years. 
“Here is someone who 
launched an industry.” 

Eckert was a research associ- 
ate at the University of Pern* 
sylvania in 1943 when he began 


work with Mauchly on the 
Eniac, a 30-tongoliath of 18,000 
vacuum tubes developed to 
determine artillery shell trajec- 
tories. 

The first Eniac was com- 
pleted in February 1946. 

Later that year the two 
founded the Eckert-Mauchly 
Computer Corporation. In 1950 
Remington Rand bought their 
company and changed the 
name to Univac Division of 
Remington Rand. 

Remington Rand merged 
with Sperry Corp in 1955 to 
form Sperry Rand. Eckert was 
an executive of Sperry when it 
merged with Burroughs Corp 
to become Unisys. 

He remained active in the 
computer field even after his 
retirement from Unisys in 1939 
and was granted 87 US patents. 

He is survived by his wife, 
daughter and three sons. 


By David PDHng 
fn Buenos Aires 

The Argentine government 
moved yesterday to end uni- 
versally free higher education 
by sending a controversial WD 
to Congress that would allow 
public universities to charge 
fees. 

Thousands of students gath- 
ered outside Congress yester- 
day afternoon as deputies pre- 
pared to debate the bill which 
would also reduce the auton- 
omy of universities. Under the 
present law, universities have 
freedom to develop their own 
curricula and to organise 
teaching departments. 

Last week, students stopped 
congressional discussion of the 
bill by blocking the entrance to 
parliament. Their action was 
called “seditious and fasdstic” 
by President Carlos Menem. 

The government says tax 
payers are asked to subsidise 


university education for mid- 
dle and upper class students 
whose families can afford to 
pay. If higher-income students 
contribute towards their educa- 
tion, the state will be able to 
offer maintenance grants to 
poorer families, it argues. 

The Peronist government 
says the bill is aimed at raising 
university standards, histori- 
cally among the highest in 
Latin America but which have 
slipped in recent years. Since 
1983, universities have gener- 
ally not set entrance exams, 
but have accepted students 
regardless of their previous 
educational performance. Crit- 
ics say this has lowered stan- 
dards and encouraged the phe- 
nomenon of the perpetual 
student. 

Student organisations, many 
of which have occupied their 
university campuses in the 
past few days, contest that the 
new law fevours only those 


families with the ability to pay. 
They also oppose moves to 
restrict university autonomy, 
which they see as an assault 
on intellectual freedom. 

• Argentina will take compa- 
nies to court if they participate 
in oil exploration around the 
disputed Falkland islands with- 
out the prior agreement of Bue- 
nos Aires, Mr Guido Di Telia. 
Argentina’s foreign minister, 
said yesterday. Mr Di Telia, in 
London to discuss a possible 
bilateral oil exploration and 
exploitation accord with 
Britain, said Argentina would 
make a “nuisance" of itself 
should Britain decide to pro- 
ceed alone. 

Mr Di Telia, who is today 
due to meet Mr Douglas Hurd, 
his UK counterpart, rejected 
the U£ position that licences 
must be issued this year. It 
would be better to come to a 
political agreement, however 
long it took, he said. 


Stately 
drivers 
step on 
the gas 
in US 


By Richard Tomkins 
in New York 

The US is speeding up. After 
nearly a quarter of a century 
of crawling along the highway 
at a stately 55mpb, the 
nation's motorists are 
being allowed to step 
on the gas and accelerate 
to a rollicking 65m ph 
- at least, in some places. 

This week New York State 
became the latest of a number 
of states to have ordered a 
relaxation of the 55mph speed 
limit on certain roads. 

From August l, motorists 
will be allowed to drive at np 
to 65mph on 1,100 miles of 
good-quality roads in rural 
areas. 

Hie 55mph speed limit still 
applies throughout the US in 
built-up areas. But if legisla- 
tion currently before Congress 
succeeds, the national limit 
will be swept away, leaving 
states to set their own limits. 

The national speed limit of 
55mph. one of the lowest in 
the world, was ordered by 
Congress in 1974 as a fuel-sav- 
ing measure in response to the 
1973 oil crisis. 

Subsequent legislation 
increased the limit to 65mph 
on federal interstate highways 
in rural areas, and permitted 
states to raise the limit to 
65mph in rural areas on roads 
that met inter-state standards. 
Bnt on most roads, the lower 
limit has remained. 

Motoring organisations have 
repeatedly argued for an 
increase in the national limit, 
pointing ont that the reason 
for its introduction has long 
since passed. But safety bodies 
counter that car crash fatali- 
ties plunged by 16 per cent in 
the year that the 55mph limit 
was introduced, and would 
rise again if it were swept 
aside. 

Since the existing limits are 
already widely floated, 
advocates of an increase 
argue that a higher maximum 
speed would simply recognise 
reality and ease the burden of 
enforcement. 

Bnt there seems to be no 
consensus on what the new 
limit should be. 

Senator Don Nickles, an 
Oklahoma Republican, is back- 
ing an amendment to a high- 
ways bill before Congress that 
would allow states to decide 
on their own speed limits, so 
reverting to the pre-1974 posi- 
tion. But the American Auto- 
mobile Association, a motor- 
ing organisation, wants a less 
radical change, arguing only 
for an Increase in the limit to 
65mph. 

“Americans have distur- 
bances when they are driving 
such as eating and drinking 
and talking on the telephone,” 
says Ms Barbara Crystal, of 
the AAA. “1 don’t think they 
are ready for the sort of speeds 
that people are used to in 
Europe.” 


Confusion still surrounds the future of one of the world’s biggest networks, writes Angus Foster 


Brazil moves to end telecoms monopoly 

A traces e " Brad” s Telebrts: Brazil’* telecoms monopoly The Brazil™, government is increase ia impart 

lower house .of Con- ^ ' Minim Per 100 made enjoying record tax revenues which m March were 


A mid cheers and 
embraces, Brazil's 
lower house of Con- 
gress voted on Tuesday to lift 
the country's telecommunica- 
tions monopoly. If the decision 
is approved by the Senate as 
expected, the constitution will 
be changed to allow private 
companies to compete with 
Telebrfis, the state controlled 
monopoly. 

The vote,- a big victory for 
the government, has not dis- 
pelled the oonflisinn surround- 
ing toe telecommunications 
sector. Laws to regulate com- 
petition are not in place and 
.the pricing system needs an 
overhaul, which . suggests the 
uncertainty will last For some 
‘nwnthft. 

tit, won't be rapid,” says Mr 
Carlos de Paiva Lopes. Brazil 
president of Ericsson,, the 
Swedish group. “Things should 
be dearer by: July or August 
next year, when some compa- 
nies win have started investing 
and there , will have been prog' 
ress on the regulatory side,” he 
says-.'- - ‘ * . 

Brazil's telecoms network, 
one of the' world's largest, fell 
victim- to the country’s eco- 
nomic problems , in the 1980s. 
T Tivas tinant and service quality 
fell sharply, leaving Telebrfis 
lagging- behind other Latin 
American carriers in network 
installation and quality. 

To catch up, communica- 
tions. minister S6rgio. Motta 
estimates the sector heeds 
$3ttbrir$35bn of new investment 
this cenjury. 7 Telebrfis has 
ambitious pl ans nearly to dou- 
ble its installed’ lines to 23m by 
1996 -But because of the gov- 
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eminent 's cash shortage, .it 
needed the .constitution 
changed to allow private sector 
investment as welL 
. The amendment should be 
approved . in a couple of months 
in. the Senate, where the gov- 
ernment’s majority is large. Mr 
Motta wants immediately to 
open to private sector competi- 
tion some Higher value added 
services such as data , transmis- 
sion, cellular phones and satel- 
lite communications. Contracts 
for these services would be 
awarded through a recently 
approved public concessions 
law, and could start operating 
by the end of the year. 

But the timetable may run 
into trouble . in Congress, 
where some politicians say 
Brazil first needs laws to regu- 
late newly opened sectors and 
to control prices. The present 
regulatory structure has no 
experience of judging competi- 
tive tenders or private sector- 


pricing proposals. Government 
critics fear that without a new 
regulatory structure, Telebrfis 1 
monopoly conld simply be 
passed to the private sector. 

. Getting such laws through 
Congress might take a year. Mr 
Motta, whose -colourful lan- 
guage and heavy frame some- 
times cast him as a street 
fighter, will battle for quicker 
approval . But it is not clear 
whether he can do much 
before the new laws are ready. 

At least some private compa- 
nies would not mind a delay if 
it removes the confusion. “We 
need to know, which areas are 
going to be opened and when, 
and we need transparent and 
open competition,” says Mr 
Francisco Loureiro, general 
manager for US carrier Sprint 
“Otherwise, it's very difficult 
to know how much we will 
invest in Brazil” 

Mr Motta says two other 
reforms are needed, Telebrfis’ 


27 regional operating compa- 
nies need to be merged into six 
or seven larger companies. 
This would cut costs mid pre- 
pare for their sale to the pri- 
vate sector, although no priva- 
tisations. are expected to be 
ready soon. The rump of Tele- 
brfis, involving mainl y admin- 
istrative and research person- 
nel would become the base for 
a new regulatory body. 

Merging re gional companies 
will be strongly opposed by 
politicians and state govern- 
ments, who win not want to 
lose valuable sources of patron- 
age. There is also confusion 
about Embratel the Telebrfis 
subsidiary which has the 
monopoly on long distance 
calls and whose profits subsid- 
ise residential users. Some gov- 
ernment members want to 
retain the long distance 
monopoly, believing it is stra- 
tegically Important 

Mr Paiva Lopes doubts such 


The Brazilian government is 
alloying record tax revenues 
thanks to continued economic 
growth and a rise in import 
taxes earlier this year. Tax col- 
lection in May reached 
R$8.3bn (US$9.2bn) compared 
to just R$4_9bn in the same 
mouth last year. Receipts in 
the first five months of this 
year are up 41 per emit on the 
corresponding period. The 
increase win remove pressure 
on the federal budget and 
could tempt the government to 
again delay an overhaul of the 
tax system. 

Last month’s increase is 
partly due to a windfall 

thinking can survive. “As soon 
as you allow competition, the 
public will realise so quickly 
the bad service they are get- 
ting and privatisation will 
become an obvious next step.” 

Private sector investment in 
Brazil’s telecommunications is 
difficult to forecast, but the 
potential is huge. Some 10m 
Brazilians are on waiting lists 
for a phone line, and face 
delays of two years in Sfio 
Paulo. Ericsson reckons there 
is a shortage of 2m-15m cellu- 
lar phones but that the poten- 
tial market could be twice as 
big with proper marketing. 

Other foreign companies 
such as AT&T of the US and 
France Telecom have set up 
offices before the market's 
opening. Mr Loureiro says 
Sprint is interested in long dis- 
tance and International ser- 
vices and mig ht even build its 
own network, if full competi- 
tion was allowed. “The south 


increase in import tariffs, 
which in March were raised to 
70 per emit on a range of con- 
sumer goods including 
imported cars. 

Despite the tariff rise, 
imported cars are still selling 
well, partly because the Seal 
remains heavily overvalued. 
The government is now 
thought to be considering 
introducing quotas for 
imported cars. The measure 
would be fiercely criticised by 
Brazil's trade partners, bnt 
some government economists 
believe there are few other 
options to contain this year’s 
growing trade deficit. 

east of Brazil is certainly rich 
enough to warrant a second 
network to compete with 
Embratel” he says. 

One knotty problem which 
the government must un- 
tangle, and which may deter 
private investors, is a highly 
distorted tariff regime. 

Tariffs are not expected to be 
sorted out quickly. Some min- 
isters want to freeze telephone 
mid other public utility prices 
this year to fight inflation. 
Raising standing charges, 
which private sector analysts 
say Is long overdue, would 
push up inflation and be politi- 
cally difficult so soon after the 
ending of Telebrfis' monopoly. 

Private investors hope the 
government quickly explains 
its priorities on this and other 
outstanding questions. But 
with so much still to be done, 
the millions of Brazilians 
waiting for a phone may he in 
the queue for a while longer. 
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Financial 


Israel sets terms for new trade pact with EU 


services 
talks enter 
final stage 

By Frances Wffliams in Geneva 

Crucial multilateral talks 
aimed at liberalising trade in 
financial services appear to be 
mniring progress but trade offi- 
cials warned yesterday that a 
successful outcome was not 
assured before the June 30 
deadline. 

Senior trade and finance 
ministry officials from the 
world's leading trading nations 
met in Geneva to launch the 
final stage of negotiations, 
regarded as an important test 
of the new World Trade Organ- 
isation which began work in 
January. 

Though the US remained dis- 
satisfied with market -opening 
offers from some developing 
countries in Asia and Latin 
America, there appeared to be 
"signs of flexibility", one offi- 
cial said. Several countries in 
Washington's sights indicated 
yesterday they would be put- 
ting forward improved propos- 
als. 

Bilateral talks are taking 
place this week and draft final 
offers are due on June IS. This 
will be followed by two weeks 
of intensive bargaining before 
the WTO's council an services 
meets to approve the final deal 

The multibillion dollar finan- 
cial services sector, which cov- 
ers banking, insurance and 
securities business, was delib- 
erately left out of the Uruguay 
Round global trade accords in 
the hope that another Id 
months of negotiations would 
produce a better agreement. 

Washington is threatening to 
bar parts of the US financial 
market to companies from 
countries which fail to provide 
satisfactory access to US firms. 
The European Union has said 
in those circumstances it 
would do the same, almost cer- 
tainly provoking a collapse of 
the talks. 

Trade officials say the US 
fire is directed chiefly at mem- 
bers of the Association of 
South East Asian Nations, 
South Korea and Brazil. 

The US and EU seem to have 
given up hope of cracking open 
India's state-owned insurance 
market, which has aroused 
strong domestic opposition. 
The Indian government has 
made some placatory moves 
towards opening its other 
financial markets. 

At the same time. New Delhi 
has tied its financial services 
offer to moves by industria- 
lised nations to relax entry 
rules for skilled services work- 
ers in parallel WTO negotia- 
tions. Fears that this link 
could paralyse both sets of 
talks were eased slightly last 
month when Canada said it 
was prepared to relax entry 
restrictions if India recipro- 
cated in financial services. 


By Julian Ozanne in Jerusalem 

Israel yesterday approved a 
draft trade association agree- 
ment with the European Union 
but said final ratification 
depended on the EU meeting 
several conditions. 

The cabinet, seeking to speed 
up a tortuous 18-month negoti- 
ation process and conclude the 
agreement under the current 
French presidency, urged the 


EU to reinstate approval of the 
accord on its agenda for next 
week's meeting of EU foreign 
ministers in Brussels. 

"The ball is now in the court 
of the European Union and the 
French presidency." said Mr 
Oded Eracu Israel's main nego- 
tiator. 

“We have made every effort 
to get the agreement through 
cabinet despite the opposition 
of the ministers of agriculture 



French wine; good enough for the rest, but not the US? 


Japan’s 

By Guy de Jonqui&res, 
Business Editor 

More than half of all foreign 
direct investment (FDI) by 
Japanese manufacturing 
enterprises now appears to be 
financed locally by their 
overseas affiliates, rather than 
by remittances from parent 
companies, according to a 
survey by the Export-Import 
Bank of Japan. 

Local financing emerged as 
the main source of funding in 
the 12 months to March last 
year, when the survey found It 
accounted for 54 per cent of 
the value of investment 
overseas by almost 400 


foreign 

Japanese manufacturers, up 
from 33 per cent the previous 
year. 

The trend suggests FDI may 
be of diminishing importance 
as an element in Japanese 
capital outflows, and that 
many Japanese companies are 
reinvesting a high proportion 
of profits la the countries 
where they are earned, rather 
than repatriating them. 

The fall in the value of 
fending by parent companies 
may also indicate that many 
Japanese companies which 
want to establish a presence 
abroad have already done so, 
and that a growing proportion 
of new investments is to 


and trade and industry.” 

The new accord upgrades the 
original 1975 agreement and 
gives Israel a special relation- 
ship with the EU with unprece- 
dented access to the EtTs mar- 
kets, research and 
development programmes and 
its decision making processes. 

The ElTs fourth Research 
and Development Programme 
will be extended to Israel, and 
the accord increases Israel’s 


quotas of fresh and processed 
agricultural products which 
are allowed preferential access 
to the EU. 

Israel called on EU member 
states to help reduce its trade 
deficit with the EU which last 
year soared to S7.8bn. 

The cabinet said ratification 
would depend on several condi- 
tions. The agreement would 
need to include Israeli partici- 
pation without voting rights at 


committee meetings which 
determine priorities for 
research and development 

Also, it should provide for 
further negotiations on open- 
ing government procurement, 
particularly in file telecommu- 
nications sector where Israel 
hag a comparative advantage. 

In addition. Israel is seeking 
further negotiations on Israel's 
inclusio n in “outward process- 
ing traffic" which allows Euro- 


pean products manufactured 
outside the EU with Israeli 
inputs, particularly textiles, to 
enjoy preferential access. 

The cabinet also called on 
the EU to include parts of the 
December 1894 Essen declara- 
tion which promised Israel a 
“special status" in its relations 
with the EU. 

Mr Eran said the cabinet had 
decided to approve the package 
after German Chancellor Hel- 


mut Kohl gave his strong- back- 
ing to Israel's position in tana; 
with Israeli prime minister Yit- 
zhak Rabin on Tuesday and 
said he would lobby 
European governments on 
Israel's 

It is uncertain whether the 
European Union will respond 
to Israel's move and reinstate 
approval of the agreement to 
the agenda, of next week's 
meeting of foreign ministers. 


Health high on WTO menu 

Frances Williams on emotive trade disputes over food safety standards 


World Trade News Digest 

Alcatel to 
bid for 


F ish, hot dogs, grapefruit 
and wine - this indi- 
gestible concoction is 
made up of the latest batch of 
trade disputes concerning the 
safety of food and farm prod- 
ucts. Among the most emotive 
issues in international com- 
merce. food safety and animal 
health look set to pose an early 
test of the new global trade 
rules ushered in this year by 
the World Trade Organisation. 

In an attempt to prevent gov- 
ernments using excessively 
strict agricultural health and 
safety regulations as a dis- 
guised form of protectionism, 
binding new rules on sanitary' 
and phytosanitary (SPSl mea- 
sures were negotiated in the 
Uruguay Round of trade talks. 

The SPS accord says govern- 
ments can choose to set high 
standards of health and safety 
but should not impose more 
restrictive measures than nec- 
essary to achieve them. If they 
do not use international norms 
- such as those laid down by 
the Rome-based Codex Alimen- 
tarius Commission (Codes! - 
their standards should be justi- 
fiable scientifically. 

That still leaves plenty of 
room for Interpretation and 
argument. Trade experts are 
awaiting with keen anticipa- 
tion the first SPS dispute to go 
to an independent WTO panel 
which will start the process of 
establishing a body of case 
law. 


Heading the queue are two 
complaints already in the WTO 
system brought by the US 
against South Korea, one on 
inspection requirements for 
imported fruit and vegetables, 
the other on the permitted 
shelf life of imported meat and 
other products. Washington 
has called for bilateral consul- 
tations. the first step in the 
WTO's disputes procedure 
before panels can be estab- 
lished. 

The first complaint follows 
an incident earlier this year 
when a consignment of US 
grapefruit was impounded by 
the South Korean authorities 
and left to rot in port storage 
while awaiting inspection for 
harmful chemical residues. 

The second dispute, which 
has been simmering since late 
last year, initially concerned a 
decision by Seoul to shorten 
the permitted shelf life for hot 
dogs and other meat products 
in a move Washington saw as 
deliberately designed to keep 
imports out. Though South 
Korea subsequently restored 
the shelf life for hot dogs, the 
US says it continues to impose 
unnecessarily short shelf fives 
for preserved food products of 
all kinds. 

More recently, the Et?s ban 
in April on Slam-worth of Japa- 
nese fish because of hygiene 
concerns led to protests by 
Tokyo that the ban was based 
on a very small sample of pro- 


cessing plants in Japan and 
included products of factories 
that the EU had not inspected. 
However, this argument now 
looks set to be settled bilater- 
ally after Japan agreed to 
improve sanitary standards. 

Other potentially explosive 
disputes are on the horizon. 
One relates to the European 
Union's six-year-old ban on US 
exports of meat from animals 
fed with growth hormones. 
Unilateral US trade sanctions 
imposed in 1989 are still in 
effect today and Washington 
appears to be losing patience. 

This week, Mr Dan Glick- 
mgq, US agriculture secretary, 
warned his EU counterpart, Mr 
Franz Fischler. that Washing- 
ton would take the dispute to 
the WTO if there was no settle- 
ment this year. Mr Fischler 
says he wants to await the out- 
come of a scientific conference 
he is convening at the end of 
the year. 

However, the US case could 
get crucial reinforcement if 
Codex approves the recommen- 
dation of an expert group to 
allow use of growth hormones 
when its governing commis- 
sion meets in July. The EU has 
yet to produce convincing set- 
enrific evidence that meat from 
hormone-treated animals is 
unsafe, justifying the import 
ban instead by pointing to 
‘‘consumer concerns". 

The second case involves a 
threatened US ban on wine 


containing residues of a fungi- 
cide, Folpet, widely used in 
Europe and around the world 
but not in the US. EU members 
have already warned Washing- 
ton that they consider the pro- 
posed move to be in breach of 
WTO rules. France says the 
ban could block virtually all its 
wine exports to the US, worth 
$538m in 1994. 

However, contrary to the 
misgivings of some US con- 
sumer and environmental 
groups during the SPS negotia- 
tions, US federal and state 
standards are not seen as a pri- 
mary target for attack- “US 
standards are too well-founded 
in science," says Mr Phillip 
(Evans, trade expert with Lon- 
don-based Consumers Interna- 
tional 

Rather, the main focus of 
SPS cases is expected to be 
countries, particularly in Asia, 
using restrictions to protect 
lucrative markets of interest to 
western exporters. 

South Korea is already feel- 
ing the heat So too is China, 
which is under heavy pressure 
from the US, Australia and 
other agricultural exporters to 
relax SPS curbs on food 
imports as part of the price for 
WTO entry. 

As for Japan, it is probably 
no coincidence that only last 
year Japan lifted a ban on US 
apples and accepted the use of 
certain US pesticides after a 
stand-off of 20 years. 


subsidiaries fly the financial nest 


warship 

contract 

Alcatel Aisthom, the French 
transport, telecoms and 
engineering group, has formed 
a consortium with VSEL of the 
UK and Electronic Data 
Systems of the US to bid far 
the communications system 
contract far the planned 
Horizon frigate. 

The warship, which has been 
ordered fay the British. French 
and Italian navies, is due to 
enter service in 2002. Bids for 
the Horizon programme will be 
made in July, according to 
Alcatel It said preliminary 
development had been under 
way for several months. 

The French group, (me of the 
world's largest suppliers of 
telecoms equipment, will head 
the consortium through its 
Alcatel ISR subsidiary. VSEL 
will contribute naval expertise 
and applications technology 
while EDS will supply the 
software for the proposed 
system. John Ridding, Paris 

■ US agricultural and 
TOnstrudion equipment maker 
Case has sold 300 grain and 
rice combine harvesters to 
Turkmenistan in a £45m deal 
backed by the US Eximhank. 
Shipments will begin in 
mid-June. Turkmenistan and 
its neighbouring countries in 
central Asia form one of the 
major agricultural regions of 
the former Soviet Union. 
Laurie Morse, Chicago 


expand existing facilities. 

That appears to borne out by 
the finding that parent 
company remittances were the 
most important source of 
funding for investments in 
China and other parts of Asia 
where Japanese companies 
have only recently begun 
expanding. 

The survey finds that 
reinvested earnings by foreign 
affiliates accounted for 44 per 
cent of total Japanese 
manufacturing FDI last year, 
and a farther 11 per cent was 
financed by affiliates' debt and 
share issues. 

Reinvested earnings 
financed 83 per cent of 


Japanese FDI In Latin 
America, 61 per cent in the 
newly industrialised 
economies of Asia and 47 per 
cent in North America. The 
relatively low proportion in 
North America may be due to 
the poor profitability of 
Japanese affiliates there, 
compared to most of Asia and 
Latin America. 

• Published m Transnational 
Corporations, Vol. 4. No.l. 
Available from Ms Fiorina 
Mugione. Division on 
Transnational Corporations, 
Unctad, Palais des Nations, 
Room E-S103. CH -1211 Geneva 
10. Switzerland TeL 4122-907 
2942. 
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■ Corning of the US has 
formed a partnership with 
Sony and Asahi of Japan to 
operate a television glass 
manufacturing plant The 
partnership, American Video 
Glass, constitutes a $300m 
investment and will be 
operational in about two years. 
The plant will employ about 
500 people. Reuter, New York 

U Rolls-Royce of the UK said 
one of its companies bad won a 
contract worth more than 
£200m to build one of the 
largest electricity substations 
in the Saudi Arabian capital of 
Riyadh. Reuter, London 


RUGBY WORLD CUP 



Huw Richards discusses the increasingly important and complex role of the referee 


Pressure on the man in the middle 



T he odds are on British 
representation in the 
world cup final, but pos- 
sibly not in the way that most 
rugby fans would like. 

Early form and the draw 
may make South Africa and 
New Zealand hot favourites to 
run out at Ellis Park a fort- 
night on Saturday, but there is 
every chance that the 31st man 
on the field will be British. 

Anyone whose nation makes 
it to the semi-final is ruled out, 
so personal ambition inevita- 
bly conflicts to some extent 
with national feeling. 

Taking charge of a great 
match is no guarantee of pre- 
ferment - one of the more 
inexplicable decisions of the 
1987 world cup was the drop- 
ping of Wales’ Clive Norling 
after a brilliant display of 
refereeing enabled an epicaUy 
open France v Fiji quarter-fi- 
nal. But his compatriot Derek 
Bevan. who refereed the 1991 
final, did no harm to his 
chances of a repeat appoint- 
ment with his authoritative 
handling of the emotionally 
charged opening match 
between South Africa and Aus- 
tralia. 

Three British referees and a 
New Zealander will be in 
charge of the weekend's quar- 
ter-finals. Kiwi David Bishop 
will referee the match between 
Australia and England. 
England's Ed Morrison will 
take charge of the France - 
Ireland game, Scotsman Jim 
Fleming will handle South 
Africa-Western Samoa and 
Derek Bevan will rule on the 
New Zealand-Scotland match. 

Bevan, whose 27 internation- 
als are a record for a referee, 
has been endorsed by Austra- 
lian captain Michael Lynagh as 
the world's best 
Standards are under close 
scrutiny. 



Some analysts believe the 
game has become too complex 
and fast-moving for a single 
referee. Received wisdom 
points to a north-south divide 
on interpretation - Australians 
and New Zealanders dedicated 
to continuity while Europeans 
interpret the rules more 
strictly. 

But the early stages have 
been happily uncontroversial - 
with the Iockmg-in of a group 
of referees gathered in an Ellis 
Park, Johannesburg, hospital- 
ity suite for New Zealand v 
Ireland put down to cock-up 
rather than conspiracy. 

Common sense has ruled at 
the line-out. The profusion of 
penalties reflects high-class 
kicking in ideal conditions as 
much as refereeing pedantry. 


The central dilemma for ref- 
erees is encapsulated by the 
offside rule. To enforce it 
strictly is to run the risk of an 
endless stream of kicks at goal 
awarded for apparently techni- 
cal offences. Not to do so risks 
makin g the game unplayable, 
or at least unwatchable. as 
attackers are deprived of time 
and space. Finding the balance, 
as Bevan did at Cape Town, is 
the difficult bit 
The north-south divide is 
less evident than previously. 
Southern hemisphere critics 
may have seen Jim Fleming’s 
strict handling of England v 
Argentina, impressing Rob 
Andrew's lacking action firmly 
on the memories of every spec- 
tator as typically pedantic 
European reFereeing, But it 


was little if at all different 
from Barrie Leask of Austra- 
lia’s control of Scotland v 
Tonga - enabling Gavin Has- 
tings to take 12 shots at three- 
pointers and convert eight - or 
American Don Reordan's han- 
dling of Tonga v Ivory Coast. 

The main controversy so far 
surrounded the award of pen- 
alty tries, with former Sooth 
African International referee 
Freek Burger arguing that the 
award of two such scores to 
Ireland against Japan was 
unfair because the outweighted 
Japanese pack had buckled 
under pressure rather than 
deliberately collapsing scrums. 
But neither these nor the other 
three penalty scores awarded 
in the opening stages affected 
final results. 


But this lack of controversy 
reflects the absence of tension 
in many opening-phase 
matches. Group matches gave 
every team three chances. 
From now on there Is only one. 

The marginal decision that 
could be ignored in that easy 
opening-stage win may sud- 
denly be the difference 
between a chance of winning 
the competition and tomorrow 
morning’s flight home. 

The bench-clearing brawl 
that disfigured Canada v South 
Africa, and led to three send- 
ings-off, reflected tension 
borne of the possibility at the 
start of the game that a Cana- 
dian win might take them 
through. For referees as much 
as players, the real pressure is 
just beginning. 



The big money issue 
that won’t go away 


R ugby world cap has in 
some respects resem- 
bled a joyous wedding 
where, out of deference to the 
occasion, one hardly speaks of 
the huge family row rumbling 
away in the background and 
coming closer. 

Of course, some relatives are 
whispering behind their hands, 
and rumours are overbeard. 
Yet overall the atmosphere is 
decorous, en JSte. 

Professionalism is. of course, 
the issue that will not go away. 
And the bigger and more splen- 
did the party, the more attrac- 
tive it is to the media moguls 
who lurk outside the marquee. 

Representatives of both 
Kerry Packer and. Rupert Mur- 
doch have been active in South 
Africa, both extending the ter- 
ritory of their television war- 
fare over rugby league and 
investigating the possibilities 
of a rugby union circus organ- 
ised on a professional basis. 

League is providing an enor- 
mous lever for those players 
who wish to move the Interna- 
tional Beard towards a pay-for- 
play deal "Rugby must go pro 
at international and provincial 
levels." said Australian centre 
Tim Horan last week. “It’s just 
beginning back in Australia 
and has been hap pening here 
in South Africa For years." 

He added that when the 
change happens it must be big, 
with no half measures. Even 
the most adamant traditional- 
ists would be hard-pressed not 
to see the need to compensate 
international players. The 
demands on time, for touring 
and training, are so great that 
a normal professional life is 
impossible. 

Shortly before he left for 
South Africa, England full 

back Jona than Callar d fo und 

himself in an impossible situa- 


tion with Downside, the 
Roman Catholic boarding 
school where he teaches. 
Finances are tight and, at a 
time when the headmaster was 
making colleagues redundant, 
Callard was asking for nearly a 
term of leave. 

■'Under the present regime 
the RFU can’t even compen- 
sate the school to cover the 
cost of a supply teacher.” said 
Callard. "How do you think I 
feel when some of my friends 
are being sacked, others are 
working harder to cover my 
absence, and I’m swanning off 
to Africa to play rugby? 

“I don’t want play rugby for 
a living. I love teaching. But 
something has got to change." 

Of the current England 
squad only two have no real 
worries about the conflict 
between career and sport: Tim 
Rodber, a captain in the Green 
Howards, and Rory Under- 
wood, an RAF pilot. 

I n a real sense one might 
say that those two organi- 
sations are “sponsoring” 
the players for the reflected 
glory and lustre they bring to 
the respective services. Yet 
while full houses at Twicken- 
ham or Ellis Park show that 
international rugby can afford 
to pay for its performers, it 
would be dangerous to suppose 
that this translates directly 
downwards to a professional 
game on a domestic level - 
even if the players wanted it 
Bath, the most successful 
dub in English rugby, have a 
ground that would be tiny by 
the standards of the lowest 
division of footbalL 
Sponsorship and regular 
crowds of 3,000 or so do not 

pay a Wage bill Of a minimum 
£500,000 a year for a 25-man- 
squad. Rugby being a predomi- 


nantly middle-class sport, 
many of the players could earn 
far more in their careers as 
accountants or surveyors. 

Aside from the logistics of 
meeting dub payrolls there is 
some thing more precious at 
stake. Vernon Pugh, the chair- 
man of the Welsh Rugby Union 
and former head of the Interna- 
tional Board, has the task of 
p ulling together workable pro- 
posals on profe s si on alis m for 
an August s ummi t. 

“We do have a central hypoc- 
risy within rugby that, as a 
lawyer, I find incredibly diffi- 
cult to live with," admitted 
Pugh, a barrister with a prac- 
tice in Cardiff and London. 
“There’s no way back, no way 
of staying within the current 
regulations because they are 
being totally flouted by unions 
who won’t enforce the rules.” 

Pugh will take the chair at 
what he accepts will be the 
most vital few days in the 
game's history. He knows what 
he seeks to retain, but is still 
uncertain of the best way to 
achieve it 

“I am frightened to death of 
losing the particular ethos 
rugby lias," mused Pugh. It 
can be incredibly violent - the 
most physical sport played 
without padding or protection 
- yet people are generally very 
good friends at the end of a 
game. It does have something 
quite special that very few 
other sports have. 

“That may be linked to the 
fact that generally people 
aren’t paid to play. Where you 
have the capacity for such vio- 
lence on the field f suspect it 
won’t take very long to spill 
over if a few week's wages are 
dependent on whether or not 
you win." 

Keith Wheatley 


I 


P t * 1 
< 111 


s 




i \V? j£ 




blah blah blah de blah blah blah 
blah de blah blah blah blah de 
blah blah blah blah de blah blah 
blah blah de blah de blah de 
blah blah blah blah de blah blah 
blah blah Elvis is alive blah de 
blah blah blah blah de blah blah 
blah blah de blah blah blah blah 
de blah blah blah de blah blah 
blah blah de blah blah blah blah 
de blah blah blah blah de blah 
blah blah blah de blah blah blah 
blah de blah blah blah blah de 
blah blah blah blah de blah blah 


The I we believe what's important L' is'L*' t Er [wisi Company 


Hallelujah, you’ve got the message. Now , get a Xerox printer or photocopier with highlight 
colour and everyone else will get it too. From memos that sing out ’urgent ’ to high 
quality charts that scream ‘look at me’ and bills that shriek ‘pay now* Highlight colour 
can bring anything alive. Call us on 0800 787 787 for further information. 


the Document company 



FINANCIAL TIMES THURSDAY JUNE 8 1995 


NEWS: ASIA-PACIFIC 


Japan’s war apology leaves few satisfied 


By Gerard Baker in Tokyo 


It may have been 50 years in 
the makin g, but the resolution 
agreed by the Japanese govern- 
ment late on Tuesday seems 
unlik ely to settle soon the 
debate at home and abroad 
about the extent of Japan's cul- 
pability for acts of aggression 
in the second world war. 

While a number of foreign 
governments dismissed the 
draft statement as an inade- 
quate expression of remorse, 
some conservative politicians 
at home said it went too far in 
acknowledging the country’s 
responsibility for the 
war. 

The statement, agreed after 
months of tortuous negotia- 
tions between the members of 
the coalition government will 
now be presented to the Diet 
(parliament). It must be for- 
mally approved there before 
the recess in two weeks if it is 
to take its place as Japan’s 
definitive statement of regret 
in advance of the 50th anniver- 
sary of the end of the war in 
August. 

The two smaller coalition 
partners - the Social Demo- 
cratic party of Prime Minister 
Tomiichi Mu ray am a and the 
New Harbinger party - had 



Anti-Japanese groups burning the Japanese flag in Pusan, South Korea, yesterday 


wanted to formulate an explicit 
apology. 

But the largest coalition 
member, the Liberal Demo- 
cratic party, mindful of the 
strong feelings of the bereaved 
families of war dead, was anx- 
ious to offer merely a general 
expression of regret at the suf- 
fering. Many in the LDP and in 
the country at large regard the 
war as one of liberation which 
resulted in the emancipation of 
Asian countries from the west- 
ern colonialist yoke, and thus 
not a matter for apology. 

The English translation of 
the compromise seems to sup- 


port the proposition that the 
SDP and New Harbinger party 
largely got their way. Its most 
important passage states: 
“Looking back at the various 
instances of colonial rule and 
acts of aggression in modern 
world history and recognising 
the fact that we carried out 
both such acts and the suffer- 
ing we brought to the citizens 
of other nations, especially in 
Asia, the House expresses deep 
regret." 

Though the crucial word 
“regret" - in Japanese hansei 
- is a mild term, meaning in 
fact something like gentle 


remorse, its qualification by 
the adjective fukai. meaning 
deep, underlines its apologetic 
status. 

Mr Wataru Kubo, SDP sec- 
retary-general, said: “What we 
had sought has been adopted." 
He pointed out that for the 
first time there would be an 
explicit parliamentary 
acknowledgement of Japan’s 
colonialism and aggression 
against Asian countries. 

Mr Yoshiro Mori, LDP sec- 
retary-general revealed the dif- 
ficulties his party had had with 
the final phrasing. “We had 
our own thoughts about the 


correct interpretation - how to 
understand and express views 
about history. That was the 
most difficult point." Several 
LDP members said they would 
abs tain in the vote in the lower 
house of the Diet The resolu- 
tion. however, is virtually 
assured of success since it will 
not be opposed by the main 
opposition New Frontier party. 

A key sticking point was 
removed at the 11th hour in 
the negotiations. The LDP 
wanted to water down the 
word “aggression" by adding a 
Japanese suffix, which would 
convey the meaning “aggres- 
sion-like". The SDP opposed 
the move, but a late telephone 
call to the foreign ministry 
revealed that the proper 
English translation of the 
phrase would, in any case, still 
be “aggression", so the LDP’s 
suggestion was approved. 

And the LDP also got its way 
in placing the Japanese record 
in the very broad context of all 
aggression conducted in his- 
tory. “The resolution is quite 
canny in putting the Japanese 
actions into the framework of 
the entire modern history of 
human suffering, rather than 
as an isolated act of violence," 
said Mr Takas hi Inoguchi, pro- 
fessor of history at Tokyo Uni- 


versity. That generalised con- 
text was too much for some 
Asian governments, which 
gave the resolution a frosty 
reception yesterday. 

The Korean ambassador to 
Japan said the draft was a 
retreat from previous public 
statements by the prime minis- 
ter and others. The Chinese 
official news agency reported 
the statement without com- 
ment. 

Asian governments will 
regard the process of reaching 
agreement as more revealing of 
Japanese opinion than the 
statement itself. The spectacle 
of the LDP, Japan’s largest and 
most powerful party, being 
dragged kicking and screaming 
towards a half-hearted expres- 
sion of regret will not convince 
neighbours that the country is 
genuinely remorseful 

But despite the semantic 
sieight-of-haad and the LDP’s 
contortions, the resolution is 
5tHl a landmark. Given the cur- 
rent realities of Japanese poli- 
tics. it represents the closest 
the country could have come 
to a wholehearted apology - a 
considerable achievement for 
those who have tried for 
decades to force a reluctant 
nation to acknowledge the bru- 
tality of its past. 


NZ inflation pressure ‘underestimated’ 


By Peter Montagnon, Asia Editor 


There is an “appreciable risk" that 
New Zealand's underlying inflation 
rate will exceed 2 per cent in the 
current quarter, breaching the official 
target for the first time since a new 
regime for the central bank was intro- 
duced four years ago. Mr Donald 
Brash. Reserve Bank governor, said 
yesterday. 

A number of private sector forecast- 
ers estimate the rate could be as high 
as 2.2 or 2.3 per cent, and that it may 
remain above 2 per cent in the third 
quarter as well, he said in an inter- 
view in London. 

“That's quite an uncomfortable 
position for me to be in.” said the 


governor. Under New Zealand’s 
unique charter with its central bank, 
the governor enjoys wide indepen- 
dence but is contractually obliged to 
take adequate steps to control infla- 
tion. 

Until the recent surge in economic 
activity which saw gross domestic 
product growth of almost 6 per cent in 
the year to March, the governor's 
contract has not been put to serious 
test. Other industrial countries 
have been carefully watching the 
response. 

Mr Brash admitted that the Reserve 
Bank had underestimated inflationary 
pressures last year, particularly in the 
housing and construction sectors. It 
had tightened policy insufficiently. 


even though three month money rates 
were nearly doubled to 9.3 per 
cent last year, a larger increase than 
that undertaken by the US and Aus- 
tralia. 

There was no need to tighten fur- 
ther. as inflation was expected to sub- 
side towards the end of the year, he 
said. But nor could there be any eas- 
ing in spite of market pressures to 
that effect as banks fund their lending 
further along the yield curve where 
rates are lower. 

Economists say the breach of the 
target is unlikely to lead to Mr 
Brash’s dismissal under the terms of 
the contract because it is likely to 
be minor and short-lived. One risk 
is that any successor would then 


err too much on the side of caution. 

Yet Mr Bill Birch, finance minister. 
cannot take it too lightly without 
undermining credibility in New Zea- 
land's unique anti-inflation policy, 
they add. 

Mr Brash said low wage increases 
had been one of the benefits or the 
policy. “Two or three years into quite 
strong economic growth wage settle- 
ments appear to be reflecting a fairly 
strong consensus that prices can 
remain stable, n he said. 

Moreover, the economy had been 
operating very close to full capacity, 
“which means that in real terms the 
actual output foregone as a result of 
the tightening is not substantial," he 
said. 



Brash: ‘uncomfortable position’ 


ASIA-PACIFIC NEWS DIGEST 


Korea Telecom 
chief sacked 


The South Korean government yesterday sacked the president 
of the state-run Korea Telecom, replacing him with a former 
four-star army general, in another sign Seoul intends to crack 
down on dissident labour activity in the company. The 
management change came a day after police conducted an 
unprecedented raid on Seoul's main Catholic cathedral and 
Buddhist temple to arrest 13 Korea Telecom union leaders. 

Mr Cho Paek-je was fired as Korea Telecom president after 
government auditors alleged he had let the company union 
divert funds to a new dissident trade union group. Mr Cho’s 
successor was Mr Lee Joon. former commander of South 
Korea's first army corps, described as “the right person to 
restore order" at Korea Telecom, a presidential spokesman 
said. Buddhist and Catholic leaders condemned the police 
intrusion into the religious centres and threatened to take 
"strong measures" against the government unless those 
responsible for the raids were punished. The government said 
the raids were needed to end strife at Korea Telecom which 
threatened security and public welfare. John Burton. Seoul 


Defence chief pays for Aum 


Mr Tokuichiro Tamazawa, head of Japan’s Defence Agency, 
will take a temporary pay cut over the involvement of several 
members of the Self Defence Forces, Japan's military, in 
illegal acts linked to Aum Shinri Kyo, the doomsday cult 
whose leaders have been charged with murder for a subway 
nerve gas attack in March. Opposition politicians had called 
for Mr Tamazawa’s resignation. 

Five junior officers have been dismissed from the forces, of 
whom three were arrested on charges including the staging of 
a fire bomb attack on Aum headquarters in order to prompt 
sympathy for the sect, and bre aking into a laboratory 
belonging to Mitsubishi Heavy Industries, a leading defence 
contractor. 

Meanwhile prosecutors indicted three more sect members 
yesterday on alleged murder and attempted murder char ges 
for the sarin nerve gas attack. Errtiko Terozuno. Tokyo 


Malaysian GDP growth at 9.9% 


Malaysia's economy continues to expand briskly. Bank 
Negara, the central bank, said gross domestic product 
increased 9.9 per cent in the first quarter of the year, against 9 
per cent in the last quarter of 1994. The strong performance 
was mainly due to over 15 per cent growth in manufacturing 
and 14.5 per cent in construction. The figures show little sign 
of a slowdown in consumer demand, the strength of which has 
been partly responsible for a widening current-account 
deficit Kiertm Cooke. Kuala Lumpur 


■ Philippine privatisation has generated 28.1 bn pesos (£S85m) 
since it started in 1987, the Assets Privatisation Trust said. 

The government received l.l9bn pesos in the first three 
months of this year from asset sales. Reuter. Manila 

■ Australian industrial growth slowed to a seasonally 
adjusted 0.3 per cent in the March quarter from 0.7 per cent in 
the three months to December, the Aust ralian Bureau of 
Statistics said. Year-on-year growth was 5.4 per cent, the 
slowest since the September 1993 quarter. Reuter, Canberra 


Britain faces criticism for ‘sell-out' over supreme court 


Hopes high as HK talks resume 


By Simon Holberton 
in Hong Kong 


Sino-British talks on the future 
of Hong Kong’s legal system 
resumed yesterday, amid hopes 
for a settlement to the dispute 
over the colony’s supreme 
court and criticism of Britain 
for “selling out" the rule of law 
in the colony. 

Mr Alan Paul, British team 
leader, said a “full and useful" 
meeting had made “substan- 
tive progress”. The two sides 
had narrowed their differences 
and resolved to continue talks 
this morning, he said. An 
agreement would be welcomed 
by many in Hong Kong and 
help settle nerves in the busi- 
ness community about the col- 
ony’s reversion to Chinese sov- 
ereignty in 1997. 


British officials said they 
were heading towards such an 
agreement “but we are not 
there yet". Recent remarks by 
Mr Qian Qichen, China's for- 
eign minister, had been 
encouraging, they said. 

Mr Qian said in an interview 
with the Financial Times this 
week that both sides could 
work together to prepare for a 
court of final appeal, as the 
colony's highest court will be 
known. But the court could 
become operable only after 
China resumed sovereignty 
over Hong Kong in mid-1997. 
before which appeals would 
continue to be made to 
Britain’s Privy Council 

Britain is treading a difficult 
path in these talks. It already 
has a 1991 agreement with 
China to establish the court 


before 1997. To cancel that 
agreement under pressure 
from Beijing in favour of 
another would raise doubts 
about China's ability to honour 
its promises: it would also 
bring down on British minis- 
ters accusations of betrayal. 

One almost complete solu- 
tion to the problem would he 
for legislation, agreed by both 
countries, to go before the Leg- 
islative Council, Hong Kong’s 
lawmaking body, this summer. 
This bill would enable the 
court to be set up. but defer its 
start date until July 1 1997. 

That would still leave Gover- 
nor Chris Patten and senior 
officials having to explain 
away their previous advocacy 
of the early establishment of 
the court, on the basis that it 
needed judicial experience 


before the handover. 

Mr Martin Lee. chairman of 
the Democratic party, said if 
Britain were to drop its plan to 
set up the court before 1997. it 
“will be abandoning any pre- 
tence of defending the rule of 
law in Hong Kong". Underlin- 
ing the profound distrust with 
which his party views the Chi- 
nese government, Mr Lee said 
only a properly constituted 
court established before 1997 
could provide some hope for 
justice under the law after 
Hong Kong reverts to China. 

Mr Jimmy McGregor, an 
independent democrat, said 
Britain should examine Mr 
Qian’s proposals. He warned of 
“complete confusion" and dam- 
age to business confidence if 
Hong Kong were to be sub- 
jected to a row over the court 


Mr Lee ‘demands the impossible’ 


By Laura Tyson hi Taipei 


When Taiwan's President Lee 
Teng-hui spoke last year of 
“the sorrow of being bom a 
Taiwanese", the island's first 
native-born leader struck a 
chord in the hearts of his 
countrymen. So as he was 
about to set foot on US soil 
yesterday, the island's first 
leader ever to do so. most Tai- 
wanese were fiercely proud of 
the man they believe speaks 
for them. 

“Faced with problems, we 
must be realistic," said Mr Lee. 
an avid golfer with a signature 
toothy grin, said shortly before 
his red-carpet departure on an 
aircraft bound for Los Angeles. 
But at the same time, he 
added: “We must demand the 
impossible.” 

The remarks may appear 
cryptic to the outsider, but the 
Taiwanese know he refers to 
the island's seemingly insolu- 
ble predicament; how to he 
accepted into international 
society as an independent sov- 
ereign nation without provok- 
ing an attack from China. Bei- 


jing regards the island 3S a 
rebellious Chinese province 
and threatens to use force to 
regain control 

Mr Lee's trip to the US 
brings diplomatically isolated 
Taiwan one small step closer 
to the impossible. Billed as a 
private visit to an alumni 
reunion at his alma mater. Cor- 
nell University, the trip is seen 
as Taiwan’s biggest foreign 
policy coup in two decades. It 
has enraged Beijing, which 
bullies other countries into 
denying Taiwan formal recog- 
nition. 

Taiwan, once known as For- 
mosa, has been ruled by out- 
side powers since the 16th cen- 
tury. The Dutch, the British 
and the Portuguese all once 
laid claims, as did China's 
Qing dynasty. Imperial Japan 
ruled the island for 50 years 
until 1945. Even Generalissimo 
Chiang Kai-shek's Nationalist 
Chinese government, which 
took refuge on the island after 
losing China's civil war in 
1949, was a “foreign regime", 
Mr Lee himself - astonishingly 
- has said. 


But that is about to change. 
Taiwan will hold its first direct 
presidential elections in March 
1996. Mr Lee, who has served 
since 1988, has yet to declare 
his candidacy, but the US trip 
is likely to seal his victory 
should the already popular 
president decide to run as 
expected. 

Under Mr Lee's stewardship 
(and US duress), Taiwan has 
become one of Asia's most 
vibrant if tempestuous democ- 
racies. This has pleased an 
often Republican-controlled US 
Congress anxious to keep 
China at bay. It has also grown 
richer, with foreign exchange 
reserves which topped 
US$100bn (£2.45bn) at the end 
of last month. 

Mr Lee was born into a rural 
family of modest means in 
1923. under Japanese colonial 
rule. He studied at first at 
Kyoto Imperial University in 
Japan, then at National 
Taiwan University. He received 
a masters degree from the 
University of Iowa and later a 
PhD in agricultural economics 
from Cornell in 1968. 


Like many of his 
countrymen, his first language 
was Taiwanese, followed by 
Japanese - his best foreign 
language - and then English. 
His weakest language is 
Mandarin, the language of the 
ruling elite from the Chinese 
mainland. Mr Lee has said that 
he considered himself to be 
Japanese until he was 22. 
Today, economic and cultural 
ties with Japan remain 
close. Many senior Taiw- 
anese officials studied in 
Japan. 

But equally. Mr Lee was 
greatly influenced by bis time 
in the US. Much as Taiwan was 
to a large extent moulded in 
the post-war period by its 
largest ally and benefactor, 
generations of Taiwanese 
students have been impressed 
by the US political and 
economic freedoms and ideals. 

The upper echelons of 
government, industry and 
academia are replete with 
PhDs from top US universities. 
Mr Lee often proudly refers to 
Taiwan as the “first democracy 
on Chinese soil”. 


Keating sets out ‘blueprint’ 
to replace British monarchy 


Australia to 
hold republic 


vote by 1999 


By Nikki Tart in Sydney 


The Australian government 
aiiw'g to hold a referendum in 
1998 or 1999 on whether to cut 
ties with the British monarchy. 
Prime Minister Paul Keating 
said in a televised parliamen- 
tary address last night 

If Australians were in 
favour, the constitutional 
change would come into effect 
“no later than the centenary of 
Australia’s federation in 2001". 

Outlining his labor govern- 
ment’s favoured “blueprint" 
for an Australian republic, Mr 
Keating said it should be 
headed by a president, 
appointed for a non-renewable 
five-year term. 

The president would be nom- 
inated by the prime minister, 
but would have to be approved 
by a two-thirds majority of 
both houses of parliament sit- 
ting together, in effect ensur- 
ing bipartisan agreement on 
the nominee. Politicians would 
be barred from the presidency 
unless they had been out of 
federal or state parliament for 
at least five years. 

At present the British mon- 
arch is Australia's bead of 
state, but is represented in 
Australia by a governor -gen- 
eral The governor-general is 
appointed by the monarch, act- 
ing on the advice of the pre- 
mier. 


Under the government’s 
blueprint, an Australian presi- 
dent would have the right to 
resign, but could also be 
removed by a two-thirds major- 
ity vote in a joint parliamen- 
tary sitting. 

“This is the final step to 
becoming a fully independent 
nation. It will permit full and 
unambiguous expression of 
Australia's national identity," 
Mr Keating said. 

The statement, which Mr 
Keating stressed was a pre- 
ferred position only, is set to 
unleash months of heated 
debate, with monarchists and 
republicans gearing up for big 
campaigns. Recent opinion 
polls have indicated most Aus- 
tralians favour cutting consti- 
tutional ties to Britain, a rever- 
sal of the position three or four 
years ago. 

Three opinion polls have put 
support for a republic at 47-52 


Pyongyang may compromise 


N Korea and US 


near reactor pact 


By John Burton bi Seoul 


The US and North Korea 
yesterday appeared close to 
solving a dispute about which 
country will provide light-wa- 
ter nuclear reactors to Pyong- 
yang. 

Under a US-North Korea 
nuclear accord last October, 
the light-water reactors were 
promised to Pyongyang in 
return for shutting its sus- 
pected nuclear weapons pro- 
gramme. The US has 
demanded North Korea accept 
the reactors from South Korea, 
but Pyongyang has insisted on 
procuring the reactors from 
the US or elsewhere. 

Officials in Seoul said North 
Korea has agreed to accept the 
reactor type stipulated by the 
international consortium 
supervising the project, which 
means two South Korean-built 
reactors. 

It is possible the national ori- 
gin of the reactors would not 
be specified in the reactor con- 
tract signed between North 
Korea and the Korean Penin- 
sula Energy Development . 
Organisation CKedoj. which 
mainly comprises the US. 
South Korea azzd Japan North 
Korea is requesting that the 
reactors be described as com- 
ing from the US. 

Disguising the origin of the 
reactors would be a face-saving 


gesture to appease North 
Korea, which has opposed 
accepting the South Korean 
reactors for reasons of national 
pride. It is still uncertain 
whether Seoul would accept 
this compromise, since it has 
repeatedly demanded the reac- 
tor he labelled South Korean in 
the contract 

The US has insisted South 
Korea should be the main con- 
tractor since Seoul is financing 
more than half of the $4bn 
(£L5bn) project 

Mr Thomas Hubbard, the US 
negotiator heading the talks 
with North Korea in Kuala 
Lumpur, refused to disclose 
details about a possible break- 
through. He confirmed the two 
sides had made progress and 
reached a “tentative" agree- 
ment, but the accord still 
needed to be approved by their 
home governments and the 
two other main Kedo members. 

North Korea had demanded 
that Kedo must also proride 
Slbn in related facilities if it 
accepted the South Korean 
reactors. It has temporarily 
abandoned that demand, but 
will discuss the issue with 
Kedo at a later date. 

North Korea had warned it 
would restart its suspended 
nuclear programme if a reactor 
contract with Kedo was not 
signed soon. Observers see the 
threat as empty. 
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per cent, with the percentage 
opposed to the idea signifi- 
cantly below that The same 
polls indicate most Australians 
would like their head of state 
elected by popular ballot, not 
appointed by politicians in 
Canberra. . • 

On this score, Mr Keating’s 
proposals, though expected and 
defended on the grounds that a 
popular election would give a 
president “a basis , for pow- 
er. . . fundamentally at odds 
with our Westminster-style 
government”, seem certain to 
cause fierce argument 

A second thorny issue is 
what powers should be given 
to a new president Now. the 
governor-general retains exten- 
sive powers, including 
so-calied "reserve powers" 
enabling him to act against 
ministerial advice and even 
dismiss the prime minister, 
though in practice the role is 
largely ceremonial. 

Yesterday. Mr Keating 
suggested all the powers held 
by the governor-general, 
including the reserve powers, 
should be transferred to an 
Australian head of state, but 
not strictly delineated. 

The states should be free to 
decide their own constitutional 
arrangements, he added. This 
is another potential complica- 
tion, since any state could opt 
to continue to recognise the 
British monarch as its own 
head of state, regardless of the 
national decision. 

Some critics have viewed the 
prime minister's move to step 
up the tempo on the republic 
debate as an attempt to embar- 
rass the coalition opposition 
before the next federal elec- 
tion, to be held by early 
1996. 

Earlier this week, Mr John 
Howard, opposition leader, 
pledged to hold in 1997 a “peo- 
ple’s convention" to examine 
the Australian constitution. . 

Mr Keating responded yester- 
day: “At most, a convention is 
only a source of advisory opin- 
ion. The government will listen 
to what tiie people have to say, 
but it is the government's 
responsibility to put to the par- 
liament the bills which will 
frame the questions for the ref- 
erendum. Only then will true 
democracy prevail" 
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Thatcher MP scorns 'xenophobic and fundamentally unpatriotic’ Eurosceptics 

«n°™™ ed EU enthusiasts fight back 

on arms ® 

for Iraq 




By Jimniy Bums in London 

Baroness Thatcher, the former 
mime minister, has been exon- 
erated by the Scott arms-for- 
Iraq inquiry of any blame for 
giving an “inaccnrate" . state- 
ment about government policy 
an arms sales. 

Sir Richard Scott, the judge 
heading the inquiry, yesterday 
told Lady Thatcher's aides 
that newspaper reports yester- 
day were wrong. The reports 
claimed that his draft report 
criticised the former prime 
minister. A leaked extract 
from his draft report, which 
had resulted in the press 
reports, was incomplete. 

The leaked extract says that 
in August 1989 Lady Thatcher 
wrote to a voter who queried 
the government’s policy on 
sales of British Aerospace 
Hawk trainer aircraft to Iraq. 

Lady Thatcher said there 
could be no change to the gov- 
ernment prohibition on the 
sale of lethal or defence- 
related equipment which could 
significantly wphance the capa- 
bility of either side in the Iran- 
Iraq war to prolong or exacer- 
bate the c onfli ct 

The leaked extract from the 
draft report then says: “In the 
case of Mrs Thatcher’s letter 
the text continued: That pol- 
icy still applies.’ These state- 
ments are inaccurate" 
-However the subsequent 
paragraph, not in the material 
leaked to the - press but 
released by Sir Richard yester- 
day, states: . . Bat the 
paper has been concentrating 
on Hawk and I do not think 
that Mrs Thatcher can. be 
blamed if, when signing the 
letter of 21 August- 1988, she 
did not recall the implications 
of the reference to the guide- 
lines in the Ministry of 
Defence’s Hawk paper.” 

In his letter yesterday to 
Lady Thatcher’s office. Sir 
Richard said he had not sent a 
copy of the draft sections of 
the report referring to the cor- 
respondence on Hawk to Lady 
Thatcher “because the judge 
does not regard them as criti- 
cal of her conduct”. 

Sir Richard has been send- 
ing copies of draft extracts of 
completed sections of the 
report to people who have 
given evidence to his - inquiry 
and are criticised in the drafts. 
A- close adviser to Lady 
Thatcher had confirmed ear- ! 
tier yesterday, that she was 
sent other draft sections of the j 
report by the judge. earlier in ! 
the year. She had been sent 
nothing containing any refer- 
ence to the August letter. 

In her evidence to the 
inquiry Lady Thatcher said 
she had no personal know- 
ledge of exports to Iraq which 
were known to be defence- 
related. This is accepted by Sir 
Richard. 
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Pro-European 
MPs from the 
three main 
political parties 
yesterday 
launched a 
fightback 
a gains t Eurosceptic demands 
for a reassertion of UK sover- 
eignty and a reduction in the 
powers of the European Union, 
our Political Correspondent 
writes. 

The crass-party European 
Movement, which played a 
leading role in the British ref- 
erendum of 1975 on remaining 
in the European Community, 
promised an “offensive” 
against the minority of Euro- 
sceptic MPs in the run-up to 
the ElFs intergovernmental 
conference next year. 

In deliberately aggressive 
language designed to signal an 
end to years of low-profile 
activity, Mr Giles Radice, the 


Labour MP who chairs the 
group, promised to expose the 
Eurosceptics as “xenophobic, 
nihilistic and fundamentally 
unpatriotic". 

Launching a “Britain in 
Europe’’ campaign to put the 
case for EU membership, Mr 
Radice announced a revamped 
leadership team of five vice- 
chairmen drawn from pro- 
Europeans with a rarnpaignmg 
track record. They included 
Mrs Edwina Currie, popular 
novelist and former Conserva- 
tive mini ster; Mr Charles 
Kennedy, former president of 
the centrist Liberal Democrat 
party; and Mr Peter Man del- 
son, former Labour director of 
communications. 

The European Movement 
claims the active support of 
about 100 MPs. Most pro-Euro- 
peans estimate that between 
two-thirds and three quarters 
of the 651 MPs are broadly 


sympathetic to EU member- 
ship. However, the campaign 
coincides with an upsurge of 
Eurosceptic activity. Labour's 
Euro-Safeguards campaign, 
which claims support from 60 
MPs. urged Labour this week 
to start “rotting back the fron- 
tiers of the emerging European 
state” 

Mr Radice. a former Labour 
front bench spokesman and 
author on European issues, 
called on pro-Europeans in the 
three main parties and the 
business community to rally to 
the EU causa “The antics of 
the Eurosceptics are no longer 
just damaging our relations 
with our European partners; 
they are threatening our mem- 
bership of the European Union 
itself,” he said. “This is the 
beginning of the fightback.” 

In a statement of its objec- 
tives, the European Movement 
said the UK should play a full 


and constructive part in the 
1GC. which many Eurosceptics 
fear will seek to lay the 
groundwork for a federal 
Europe. “Any kind of 
second-class membership of 
the EU would weaken Britain's 
power and influence over 
events that have a direct bear- 
ing on our economic and politi- 
cal Interests,” the statement 
said. 

“Withdrawal would result in 
political isolation and a dimin- 
ished status for our country. 
Having found a role for Britain 
in the modern world, nothing 
would be more irresponsible 
and unpatriotic than to throw 
it away." 

The other vice-chairmen are 
Ms Tfrnwia Nicholson, Conser- 
vative MP for Devon West and 
Torrid ge. and Professor Alan 
Watson, chairman of Burson- 
Marsteller public relations and 
a former Liberal president. 


The economy: Indicators suggest that growth may falter in summer 

Slowdown in US may be emulated 


By our Economics Staff 

Fresh hints that the UK may 
emulate the economic slow- 
down in the US emerged yes- 
terday as the chancellor of the 
exchequer and the governor of 
the Bank of England (the UK 
central bank) met to discuss 
interest rates. 

The Central Statistical 
Office's longer lMitiwg indica- 
tor, which uses information 
from a variety of sources to 
forecast turning points in the 
economy, fell for the tenth 
month in a row, implying that 
growth may falter this sum- 
mer. 

The leading indicators have 
a mixed record in predicting 
the economy, and economists 
are sharply divided about their 
value. Indeed, though some 
City of London institutions fol- 
low the data dosely, the CSO 
itself is considering scrapping 

them. 

Nevertheless, the scale of the 
recent US slowdown has taken 
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economists by surprise and 
suspicions are growing in some 
City quarters that the UK econ- 
omy may be weaker than 
expected this year. 

Although growth is expected 
to accelerate next year as con- 
sumers spend more, some 
banks and brokers have down- 


graded their forecasts. Mean- 
while, with the markets having 
also reduced their interest rate 
expectations in recent weeks, 
most economists concluded 
that Mr Kenneth Clarke, the 
chancellor, was likely to have 
left rates unchanged yesterday 
at his regular monetary meet- 


ing with Mr Eddie George, the 
governor. 

By the close of trading, 
banks' base rates were still at 
6.75 per cent. The Bank of 
England has indicated that 
rates will need to rise again 
later this year if the govern- 
ment is to hit its target of 
keeping inflation below 2.5 per 
cent by spring 1997. 

However, signs that domestic 
demand is slowing left Mr 
Clarke reluctant to raise rates 
last month. The Treasury itself 
yesterday noted in its monthly 
monetary report that recent 
data confirmed “a slowdown in 
growth to a more sustainable 
but still healthy rate”. 

Further indications of muted 
activity on the domestic side of 
the economy emerged in gov- 
ernment housebuilding figures 
showing a 7 per cent fell in 
properties started in the three 
months to April compared with 
the previous three months. 

Editorial comment. Page 13 


Share fraud allegation is challenged 


MAXWELL 
TRIAL 


~M ax'w e 1 1 
pension funds 
received full 
payment of 
£100m (3159m) 
for shares at 
the centre of 
the alleged fraud on pension- 
ers, lawyers for Mr Kevin Max- 
well claimed yesterday at the 
Central Criminal Court in Lon- 
don, our Law Courts Corre- 
spondent writes. 

Mr Alun Jones challenged 
the prosecution’s allegation 
that the pension funds were 
never paid for shares in Scitex, 


an Israeli company, which 
were transferred to Robert 
Maxwell's private companies 
in July 1991. 

However, his claim was 
repeatedly denied by Mr Tre- 
vor Cook, the former adminis- 
trator of Bishopsgate Invest- 
ment Management (B1M), the 
managers of the bulk of the 
Maxwell pension funds. 

Mr Kevin Maxwell is 
a cc us e d , along with his fathe r 
Robert Maxwell, of conspiring 
to defraud the pension funds 
by dishonestly pledging the 
Scitex shares to get credit for 


the Maxwell private compa- 
nies. Mr Kevin Maxwell is also 
accused, along with his brother 
Mr Ian Maxwell and two for- 
mer advisers to the late pub- 
lisher, Mr Larry Trachtenberg 
and Mr Robert Bunn, of con- 
spiracy to defraud over their 
use of shares in Teva Pharma- 
ceuticals, another Israeli com- 
pany. 

Mr Jones said that BIM 
records showed the £ 100 m was 
paid by the private companies 
to the pension funds through 
inter-company accounts and 
that Mr Cook had known this. 


Records had later been altered 
to suggest no payment had 
been made. Mr Jones said. 

He told Mr Cook: "In late 
November 1991, when it looked 
as though the group was in 
serious trouble, you got embar- 
rassed by the fact you had 
agreed payment for these 
shares to be through inter- 
company accounts and people 
might think you had been sim- 
ply incompetent in losing 
ElOQm". 

Mr Cook denied this, insist- 
ing no BIM records showed 
payment for the shares. 


UK NEWS DIGEST 

Exchange 
warns of 
Internet risk 

The London Stock Exchange warned yesterday 
of the growing danger posed by the Internet 
and its World Wide Web of computer networks 
for the future regulation of financial markets. 
Fraudsters, insider dealers or disgruntled 
employees can transmit Information to “bulle- 
tin boards” - special electronic sites on the 
web - which could be used to disrupt the 
market. Internet growth is one of the chal- 
lenges facing the exchange's surveillance 
department in the fight against fraud. 

“By far the most gargantuan ta sk is to moni- 
tor the information available to the market," 
Mr Adrian Wilson of the surveillance unit told 
a conference on financial crime. “It is not 
inconceivable that a web site could be created 
on the Internet. It is perfectly possible for 
anyone to post anything anonymously to that 
site." As well as malicious mmour-m ongerin g 
or information leaks, accountants, lawyers or 
brokers could deal in a share where they have 
inside information on an impending bid, post 
details to the net and cash in on share price 
rises. 

“The Internet is an area that is extremely 
vulnerable; it’s there at anyone's disposal," 
said Mr victor Trocki of regulation consul- 
tants and conference organiser Compliance 
Control. For private agencies, called in to 
Investigate fraud and advise on computer 
security, net use or abuse is already a reality. 
“We've actually seen information placed on 
bulletin boards by disgruntled employees leav- 
ing banks, which anyone can use,” said Mr 
Martin Samociuk, chairman of Network Secu- 
rity Management, a specialist agency owned 
by merchant bank Hambros. Reuter, London 

Profits for member firms 
decline sharply 

London Stock Exchange member firms had 
their least profitable year last year since 1990, 
with members bearing an overall loss of £127m 
against profits in 1993 of £L2bn ($L8bn), says 
the exchange’s Spring 1995 Quarterly. In 1992, 
stock exchange member firms had a profit of 
£89m Firms faced a 10 per cent rise in expen- 
diture to £3.5bn which reflects high fixed costs 
and the derision by many firms not to cut 
bonuses out of fear of losing key staff. Reve- 
nue fell by 22 per cent from the previous year 
to £3.4bn, with a particularly marked down- 
turn in the fourth quarter of 1994. The data are 
based on a survey of 253 firms which showed a 
sharp divergence in performance. 

• The Securities and Investments Board, the 
City of London’s chief regulatory watchdog, 
said it had formally recognised Tradepoint as 
an investment exchange, thus recognising the 
first serious competitor to the London Stock 
Exchange. Tradepoint will allow those who 
want to buy or sell shares to bypass the mar- 
ketmakers, who are typically the largest and 
most powerful members of the stock exchange. 
Orders would be advertised directly and anon- 
ymously via a screen. 

Norma Cohen, Investments Correspondent 

Top ministers disagree 
over threat to ELO 

A serious difference of opinion has broken out 
in the cabinet over the UK’s future member- 
ship of the International Labour Organisation. 
The row is between Mr Douglas Hurd, the 
foreign secretary and Mr Michael Portillo, the 
employment secretary. Mr John Major, the 
prime minister, appears to support Mr Portillo. 
Officials at Mr Major's office said the govern- 


Registrations in first five months of 1995 up 20% on a year before 

Truck sales rise while cars decline 


By John Griffiths in London 

The UK commercial vehicle 
market is starting its third con- 
secutive year of growth after 
enduring the steepest down- 
turn in its history at the start 
of the 1990s. 

Figures from the Society of 
Motor Manufacturers and 
Tr ader s show that total new 
registrations of commercial 
vehicles rose for the 25th con- 
secutive month in May, with 
registrations for the first five 
mhnt.hu of the year as a whole 
running nearly 20 per cent 
higher than in the correspond- 
ing period of 1994. 

-The growth is being led by 
the track sector and contrasts. 


sharply with the market for 
new cars, where rapidly declin- 
ing sales to private motorists 
led earlier this week to indus- 
try calls for government grants 
to encourage the scrapping of 
did cars. 

The society’s statistics show 
a 1&3 per cent rise in new com- 
mercial vehicle registrations 
last month to 20,288 from 17,598 
in May last year. This brought 
total registrations for the first 
five months of this year to 
110,796, a 19 per cent rise on 
the ramp period of 1994. 

Registrations of tracks over 
3.5 tons were 21.7 per cent 
higher, year-on-year, in May at 
4J.7D, bringing the year-to-date' 
total to 22^39 - a 38.7 per cent 
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rise. Executives in the Iveco 
Ford and Leyland Daf truck 
groups, now vying neck-and- 
necK for the UK truck market 
leadership, say they believe 
this year’s total track market 
is now certain comfortably to 


pass the 51,000 mark compared 
with 44,700 last year and only 
31,400 in 1992 - the lowest fig- 
ure since the 1950s. 

Light vans, those derived 
mainly from cars, benefited 
least from the recovery last 
month, rising by 9.1 per cent to 
5.78L The market for panel 
vans, typified by the Ford 
Transit, was more buoyant; 
registrations rising year-on- 
year by 18 per cent in May, to 
9,013. However, imports contin- 
ued to take a growing share of 
all sectors in the commercial 
vehicle market. They 
accounted for 43.4 per cent of 
the total in May, up from 41.8 

per cent in the same month 
last year. 


The key to your 
advertising will be found 
in the 21st Century. 


scores biggest rise In track; sales 
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ment was considering the benefits of the UK's 
ILO membership. “We pay a subscription of 
around £8m ($l2.5m) annually and we are 
bound to look carefully at the value we are 
getting for that ." Mr Portillo is angry that the 
ILO is likely to condemn the UK for outlawing 
unions at the government's communications 
intelligence centre 11 years ago. 

But the Foreign Office took a much more 
conciliatory line than the Department of 
Employment last night “There is no question 
of us p ullin g out of the ILO although of course 
we will make sure we get value for money," 
the Foreign Office said. “If we were going to 
withdraw, that would have to be done by the 
foreign secretary. He is responsible for over- 
seas institutions of which we are members.” 
Next week the UK could be condemned by this 
year's ILO conference for the decision taken 11 
years ago by Baroness Thatcher, when she 
was prime minister, to ban unions at the gov- 
ernment’s military intelligence gathering cen- 
tre at Cheltenham. 

George Parker and Robert Taylor 

Number of tourists from 
N America up 12% 


1993 
Source: CSO 


The number of 

Visitors to the UK tourists visit- 

ing the UK 

AH visits, seasonally adjusted increased to 

(million) 5.6m i n the 

6 - first three 

months of the 
year compared 
with 5.2m in 
the same quar- 
ter last year, 
according to 
government 
figures. Visi- 
tors from 
north America 

w- increased by 

1JW3 94 95Q1 12 per ce ^ 

Source cso while those 

from the rest of the world (excluding Europe) 
increased by 19 per cent Visitors from main- 
land Europe rose by less than 1 per cent. 
Spending by overseas visitors rose 5 per cent 
over the same period to £2.8bn ($4.4bn). The 
number of UK residents going to other coun- 
tries fell by 9 per cent to 9.7m while their 
spending was down 11 per cent to £3.5bn. 

Scheherazade Daneshkhu, Leisure Industries 
Correspondent 

MPs demand more 
controls on security guards 

A committee of the House of Commons com- 
mittee called for tighter regulation of the pri- 
vate security industry, c laiming that gristing 
standards of recruitment and t raining were 
inadequate. The home affairs committee said 
the “worst examples” of poor standards were 
in the manned-guarding sector, particularly 
with regard to “totally unregulated private 
patrolling operations, often preying on the 
fears of vulnerable people". Under the plan 
proposed by MPs, it would be a cr imin al 
offence for guards to operate without a licence 
or for companies to employ unlicenced guards. 

The West Midlands Low Pay Unit com- 
plained that the committee had overlooked 
“the argent need to protect guards from what 
are unacceptably low wages and appalling 
employment conditions". The unit has found 
that the average hourly pay of contract guards 
is £2.69 (S4J22) an hour and that the average 
number of hours worked each week is 67. 

Andrew Adonis and Paul Cheeseright 

Battle armour 43 English battlefields are to 
be given special heritage status to protect 
them from development The earliest will be 
Hastings in south-east England, where William 
the Conqueror defeated the Saxon King Harold 
in 1066. The latest will be Sedgemoor in the 
south-west, the last battle in England, where 1 
in 1985 James Q repulsed an invasion led by 1 
the Dukoe of Monmouth. 


1995 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 

July3-8 

ADVANCED MATHEMATICS OF DERIVATIVE 
PRODUCTS 

August 21 ■ 25 

TREASURY RISK MANAGEMENT 

August 21 -25 

FORECASTING TECHNIQUES IN FINANCIAL 
MARKETS 

August 28 - September 1 
EXCHANGE-RATE AND INTEREST-RATE 
ECONOMICS 
September 4-8 

BOND PORTFOLIO AND INTEREST-RATE RISK 
MANAGEMENT 

September 11-12 

PRACTICAL YIELD CURVE BUILDING 

September 13- 15 

SWAPS: VALUATION, HEDGING AND TRADING 
STRATEGIES 

September 18-22 

OPTIONS: VALUATION, HEDGING AND 
PORTFOLIO APPLICATIONS 

September 20 - 22 

RECENT DEVELOPMENTS IN OPTION PRICING 

September 25 - 27 

ADVANCED ANALYSIS OF INTEREST-RATE 
OPTIONS 

November 20 - 24 

EQUrTY PORTFOLIO MANAGEMENT 

November 27 - December 1 
GLOBAL ASSET ALLOCATION 
December 6-8 

USING AND VALUING EQUITY DERIVATIVES 

Intensive courses tor qualified professionals in 
banking and finance. Instruction given by leading 
international specialists, with an optimal triend of 
theoretical principles and practical applications. 
Since 1982, some 800 banks and institutions Irom 
over 72 countries have sent their executives to 
ICMB courses in order to sharpen their skills in the 
tales! risk management techniques. 

For further information on other ICMB courses and 
our detailed brochure, please contact: 

Fabienne Scagllola or Caroline Musclonlco 
international Center for Monetary and 
Banking Studies 

P.o. Box 36, 1211 Geneve 21, Switzerland 
Tel: 41/22-73495 48. Fax: 41/22-733 36 53 
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TECHNOLOGY 


Worth Watching ■ Vanessa Houlder 



Brain cells grafted 
into rats 

Researchers in California have 
used genetically-engineered cells 
to repair some of the effects of 
brain damage in rats, in work 
that could help in the 
understanding and treatment of 
Alzheimer’s disease. 

Scientists at the D Diversity of 
California, San Diego examined 
rats with lesions to the part of the 
brain that supplies the 
nenro transmitter acetylcholine to 

the higher brain region known as 
the neocortex. When they grafted 
acetylcholine-producing cells into 
the neocortex, the rats’ 
performance in behavioural tests 
improved significantly, according 
to a report in today's Nature. 

The work, which suggests that 
acetylcholine can help learning 
deficits and restore memory in 
certain circumstances, may have 
implications for Alzheimer's 
disease, which is characterised by 
the degeneration of the neurons 
that supply acetylcholine to the 
neocortex. 

University of California: US. tel 
619 5347186: fax 619 534 5748 

Reducing the dose 
of X-ray radiation 

A particle detector that non its 
inventor the 1992 Nobel physics 
prize has been developed into 
X-ray equipment that exposes 
patients to 100 times less 
radiation than conventional 
machines. 

The X-ray system is based on 
the proportional multiwire 
chamber, developed by Georges 
Charpak. a Ukrainian scientist 
which is able to detect individual 
photons. This counting 
mechanism is far more efficient 
than using film, which requires a 
greater number of photons to act 
on the emulsion. 

The sensitivity of the detector, 
together with the use of a finely 
trained X-ray beam, allows 
radiologists to cut down the dose 


of radiation. The system provides 
digital data that can be used for 
reproduction, transmission or 
filing . It can be converted into a 
clear picture by coding the scan 
into 64,000 shades of grey. 

The system, which has been 
developed by Biospace Radiologie, 
a French company, is undergoing 
a nine-month clinical evaluation 
at Saint-Yin cent-De-Pau3 . a 
Paris-based hospital. 

Saint- Vincent-De-Paul Hospital: 
France, tel 14048 8192 

Putting the seal 
on leaks 

John Crane International, a 
division of TI Group, the 
engineering company, has 
developed the first mechanical 
seal for rotating equipment that 
completely eliminates any 
leakage of liquids. 

The new seal is aimed at the 
chemicals industry, which needs 
to avoid product contamination 
and reduce emissions of 
[ hazardous substances. The seal 
| uses an inert gas instead of a 
! liquid film to separate the seal 
surfaces. This avoids the risk that 
a minute quantity of the liquid - 
usually the process Quid - will 
vaporise and be released into the 
atmosphere. 

The gas seal, which eliminates 
friction and contact between the 
faces, pomps a minute amount of 
inert gas into the product 
providing a barrier against any 
escape of the product fluid. 

John Crane: UK, tel (0)1753 
531122: fax (0)1753 224224 

Faster way to tackle 
blood clots 

A Minneapolis-based company has 
devised what it believes to be a 
faster, less invasive and more 
cost-effective way of removing 
blood clots from arteries, than 
existing drug pharmaceutical or 
surgical methods. 

The AiqioJet uses saline 
solution delivered through 
high-pressure water jets to clean 
blood clots from vessel walls, 
break them into fragments and 
remove them from the body. The 
technique can be used in 
conjunction with angioplasty, a 
method for expanding narrow 
blood vessels. 

Possis Medical has received 
conditional approval from the US 
Food and Drug Administration to 
start clinical trials. 

Possis Medical US. tel 612550 
1010. fax 612550 1020. 


QH5] 

■fl 





ij! 

11 

l Wi 

■ j 









Odourgramss personal odour profiles of four intffvkfoais from a 16-«efisor array > > . S; f 


A brave new olfactory world 

Applications for electronic noses range from healthcare to security, writes Clive Cookson . 

T he human senses are all smells, or they may be affected by thing perishable is going off and Bloodhound’s first product will be tic mixtures of volatile mofecu] 
being automated. Elec- colds, allergies or spicy food. inside every microwave oven to an access control devic e call ed which could be used for diagnos 

tronic eyes and ears have The electronic versions, in con- switch if off when the food is ScentineL When someone wants to purposes with an electronic nose 
been available for several trast, give repeatable and “objec- cooked. They will turn on bathroom enter a high-security area, Scentinel Trials at Wittungtou Hospital 


T he h uman senses are all 
being automated. Elec- 
tronic eyes and ears have 
been available for several 
years, and some robots have a rudi- 
mentary sense of touch. Now the 
electronic nose is here. 

Indeed, two rival noses have 
emerged within the past year from 
companies in the UK, the world 
leader in olfactory technology, and 
a third is due out next year. They 
share the same basic design as the 
human version - an array of sen- 
sors to detect molecules in the air. 
linked to an electronic brain that 
makes sense of their signals. 

The electronic noses cannot yet 
match the sensitivity of human 
smell, any more than computerised 
voice recognition can compete with 
our ears. But for industrial pur- 
poses they have other advantages 
which are drawing potential users 
from the food, drink and fragrance 
industries worldwide to the first 
two British manufacturers, Aro- 
maScan and Neotronics. 

The third company. Bloodhound 
Sensors, expects to launch a nose 
next year. Its first application is 
rather different - a security device 
to distinguish between individuals 
by means of their characteristic, 
genetically determined body odours 
- though Bloodhound too will com- 
pete in the wider food, drink and 
cosmetics market. 

“Smell is such an important part 
of our life that it's incredible a bet- 
ter method hasn’t been developed 
before to give objective measure- 
ments of odours," says Allan Svms, 
AromaScan's managing director. 

The human sniffing panels tradi- 
tionally employed to assess complex 
odours do not perform consistently 
over time; their noses may become 
tired or sensitised to particular 


smells, or they may be affected by 
colds, allergies or spicy food. 

The electronic versions, in con- 
trast, give repeatable and “objec- 
tive" results - digital records of the 
odour - which can be displayed 
graphically in various ways. 
“Odour-grams" of four Bloodhound 
employees are shown above. 

And the electronic noses are suit- 
able for long-term pollution moni- 
toring, 24 hours a day, in hazardous 
environments. For example an Aro- 
maScan instrument will be installed 
on Russia’s Mir space station later 
this year, as part of a co-operative 
mission with the European Space 
Agency, to sniff out pollutants that 
migh t barm the cosmonauts. 

A far larger terrestrial application 
would be an intelligent smoke 
detector, which could distinguish 
between an accidental fire and 
smoke from a frying pan. 

A mass market beckons. If the 
electronic noses can be made small 
and cheap enough - and the three 
companies believe they can - there 
will eventually be one inside every 
refrigerator to warn when some- 


thing perishable is going off and 
inside every microwave oven to 
switch if off when the food is 
cooked. They will turn on bathroom 
extractor fans when a smell needs 
clearing ... Potential uses are lim- 
ited only by the imagination. 

But consumer applications lie 
several years in the future. The first 
generation of noses, which cost 
about £25,000 each, are being used 
mainl y for quality control in the 
food and drink industry - checking 
raw materials, processing and final 
products. Early applications by Aro- 
maScan and Neotronics include; 

• Classifying the freshness of fish 
and seafood: 

• Detecting off-smells and taints 
such as “boar taint" in pork; 

• Monitoring the freshness and 
ripeness of fruit; 

• Identifying different types of cof- 
fee bean before blending; 

• Assessing instant coffee aromas 
during processing; 

• Ensuring the consistency of 
branded beers in different brew- 
eries; 

• Authenticating blended whisky. 


Bloodhound's first product will be 
an access control device called 
ScentrneL When someone wants to 
enter a high-security area, Scentinel 
gmffc the back of his or her hand, 
obtains an odour pr ofile and com- 
pares this with the profile in its 
memory. If the two match, the door 
will open. 

“The device can detect and differ- 
entiate between genetically linked 
body odours which are undetectable 
to the human nose," says Ed Ruck- 
Keene, manag in g director of Blood- 
hound Sensors. 

It is designed to ignore the smell 
of perfumes, soaps and cosmetics; 
Ruck-Keene believes Scentinel will 
be more reliable and convenient 
than other biometric security 
devices based, for example, on voice 
recognition or hand-prints. 

AromaScan is developing applica- 
tions in a quite different area - 
healthcare. Doctors have long 
known how to diagnose a few condi- 
tions by smell; for example the 
breath of someone in a diabetic 
coma has the aroma erf acetone. But 
many diseases generate characteris- 


Simple simulation of 50m cells 

T he human nose has about 50m receptor cells of in the Neotronics instrument and 32 in AromaScan's 
30 different families - all sensitive to a wide These vary in chemical composition so that each sen 
ranee of odour molecules of varying size and sor is sensitive to a different range of molecules. 


T he human nose has about 50m receptor cells of 
30 different families - all sensitive to a wide 
range of odour molecules of varying size and 
shape. Their signals go first to the “olfactory bulb” for 
preliminary processing and then to the brain's cere- 
bral hemispheres, which interpret the patterns as par- 
ticular smells. 

Electronic noses are simple simulations of the natu- 
ral system. Instead of protein receptors, their sensors 
are conducting polymers - chemicals such as polypyr- 
role whose electrical resistance changes temporarily 
when they absorb volatile molecules from the air. 

The electronic nose contains an array of sensors - 12 


in the Neotronics instrument and 32 in AromaScan's. 
These vary in chemical composition so that each sen- 
sor is sensitive to a different range of molecules. 

If the instrument is sniffing a series of samples, each 
test will typically take a couple of minutes. Then the 
nose is left to recover for five minutes before sniffing 
the next one. 

Signals from the array are processed first in the 
electronic equivalent of an olfactory bulb - producing 
an immediate graphical display of the electrical output 
of each sensor. Then an artificial neural network can 
imitate the brain to provide pattern recognition or a 
descriptive evaluation of the aroma. 



P ROLE - FAST TRACK 


Thom EMI is the publicly quoted parent company of a diverse International group. 
Its strategy is to focus on consumer related businesses with worid-dass competitive 
strengths. The group's principal businesses. EMI Music THORN Rental and HMV, 
have demonstrated their success by building international positions in their respective 
markets. 

The group reporting department has long been recognised as a platform from 
which many financial executives have developed successful careers throughout the 
organisation. A key role has been identified to focus on the following areas:- 

• Planning and execution of the year-end process. 

• Analysis and preparation of the monthly board reports. 

• Acquisition and disposal administration involving dose contact with senior 
management 

• Development of management and financial reporting systems. 

• Dealing with ad hoc projects. 

The successful candidate will be a graduate ACA/ACMA, with approximately 2 years 
PQE. Either Big 6 or Industry trained, you will be able to demonstrate a dear record 
of achievement, good commercial and technical skills and an ability to deal effectively 
across all levels and functions. Excellent interpersonal skills needed. First promotion 
can be expected within 18 months to 2 years. 

Please write with full CV, quoting ref: VS 1 205, to Vlkkl Sly at Robert Half, Princess 
Beatrice House, Victoria Street Windsor SL4 JEH. Telephone 01753 857777 |24 hour 
answering service), or fax details on 01753 84 1 676. 

As retained consultants, any CVs submitted directly to our dient will be forwarded 
to Robert Half. 
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tic mixtures of volatile molecules, 
which could be used far diagnostic 
purposes with an electronic nose. 

Trials at Withington Hospital in 
Manchester have shown that an 
AromaScan instrument can detect 
wound infections -at a very early 
stage and distinguish between dif- 
ferent bacterial infections. 

And George Dodd, whose olfac- 
tory research over 20 years at War- 
wide University laid the founda- 
tions for the UK's expertise in 
electronic noses, moved last sum- 
mer to the Highlands Psychiatric 
Research Group in Inverness. He is 
working there on an “intelligent 
breathalyser” for early diagnosis of 
diseases ranging from lung cancer 

to schizophrenia. 

The technology is expected to 
advance rapidly, as the three UK 
companies continue research with 
their university partners: AromaS- 
can with the University of Manches- 
ter Institute of Science and Technol- 
ogy, Neotronics with Warwick 
University and Bloodhound with 
Leeds University. They are discuss- 
ing possible licensing deals and 
joint ventures with international 
electronics and instrumentation 
companies, which would bring in 
more development funds. 

The number and sensitivity of 
artificial sensors in the electronic 
nose will increase, and the whole 
thing will shrink in size. It may 
even be possible to supplement the 
polymer sensors with doned ver- 
sions of the human odour receptors. 

Scientists have long known that 
deep fri endshi ps and romantic affi- 
ances depend on “olfactory bond- 
ing”. By the middle of the next cen- 
tury. people may want to confirm 
instincts by taking mi ma ture elec- 
tronic noses to parties, to assess the 
compatibility of potential partners. 
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EXECUTIVE RECRUITMENT CONSULTANCY 

A really outstanding career opportunity in industry 
London/Manchester Age 23-26 ^Excellent + package 


As a qualified or part-qualified chartered accountant 
you may be interested in a career where there are no 
time or other constraints to unlimited financial 
success. The recession has proved that job security 
and the future depend on achieving results, a 
professional qualification notwithstanding. 

Recruitment consultancy offers the perfect 
environment for rewards-driven, motivated 
individuals to utilise an accountancy background and 
realise both financial and career ambition. 


In a competitive sector FMS offers an ideal 
environment in. ; which to pursue a career in 
accountancy recruitment As part of The PSD Group, 
FMS offers: 

• Professional recruitment and management training 

• Career structure and development 

• Choice of specialist teams 

• The back-up and support of a large, successful 
organisation 


If you want bo be part of a growing and highly ambitious team of individuals, and can demonstrate your 
aptitude and ability, please contact Jayne Bowteff Managing Director, on 0171 405 4161 (Rax: 0171 430 1140). 
Alternatively write to her at FMS, 5 Bream's Buildings, Chancery Lane, London EC4A iPY, enclosing a 
current curriculum vitae and a note of salary/package. 


THE PSD GROUP 
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Cinema/ Nigel Andrews 

Surreal look at 
human relations 


T urning plays into 
movies involves 
something like key- 
hole surgery. The 
film-maker stands 
over the patient and “blindly" 
inserts his probes, hoping to 
find the vital organs. Some- 
times he does, sometimes he 
doesn't As often as not the 
patient wakes up screaming, 
stuck fast with instruments 
like a porcupine in crisis. 

This seems the syndrome in 
the first minutes of Fred 
SchepisFs Six Degrees Of Sepa- 
ration. In John Guare’s prize- 
winning original play a group 
of high society New Yorkers 
have their lives changed by an 
eccentric intruder. A young 
black claiming to be Sidney 
Polder’s son cons his way into 
their homes, holds forth on 
everything from JD. Salinger 
to the meaning of life, cooks 
them dinner, is offered a bed 
for -the night, then reveals - 
but no, you may not have seen 
the work, why spoil It 
Schepisi’s Rim does the gamp 
thing, only in reverse. It starts 
off with rank inauthenticity: 
much stagy dialogue and 
clumpy entrance/exit work 
from Stockard Channing and 
Donald Sutherland as they 
comb their pad the “morning 
after”, seeking clues to the 
interloper. Then it bursts 
through into the real filmic 

thing . 

We Hash-forward to parties 
and dinners where fhe couple 
tell their story over, only to 
find the sanw> thing has hap- 
pened to all their friends. Then 
we flash back. Then sideways. 
Then we corvette and slalom 
through Guare’s text, finding 
not only its beating heart but 
its thumping brain and wit too. 

Schepisi has shown a zany- 
surreal touch before, but it has 
been more reticent ( Roxanne ) 
or more whimsical (IQ). Here it 
is daring and Inspired. Once 
the audience realises it will 
have no peace from changing 
perspectives, the gymnastic 
visual flueiicy becomes bliss: a 
rhythmic equivalent to Guare’s 


own prose and story-plotting. 

Charming and Sutherland as 
the parody socialites inhabit a 
Tuscan-red retreat (Oscar, 
please, for designer Patrizia 
Von Brandenstein) complete 
with priceless pa in tings and 
objets and that one perma- 
nently dancing movie camera. 
When Will Smith’s black 
enters the story, out-gabbing 
the gabbers and titillating 
them with his life story (plus 
the promise of a part in his 
dad's upcoming production of 

SIX DEGREES OF 
SEPARATION 
Fred Schepisi 

KILLER 
Mark Malone 

JACK AND SARAH 
Tim Sullivan 

THE BRADY BUNCH 
. . MOVIE 
Betty Thomas 

Cats), the pointing up of dazed 
reaction shots becomes a ballet 
in itself. 

Soon the film is venturing all 
over New York without mice 
making those crunching gear- 
sounds that say “We are open- 
ing this play out". Each new 
setting, from phone booth to 
police station, is pointed and 
stylised to give it a crazed for- 
mal relevance: like a block erf 
colour in a Mondrian painting. 
And each fresh character sets 
new standards for funny and 
gullible vanity, from Richard 
Masur’s paranoid psychiatrist 
to Channing and Sutherland's 
son who builds an entire, virtu- 
osic anger aria from the single 
linp “You gave him my pink 
shirt!". 

Guare's play was a mock- 
Einsteinian riff on the 
space-time curve of human 
inter-relatedness. The further 
we think we are from each 
olher as a world family, the 
closer we may really be. The 


film suggests, by enriching 
Guare's text with the seismic 
balletics of the movie camera, 
that terra firma - social, intel- 
lectual, genealogical - is for 
every human life an illusion 
waiting to he dashed or bro- 
ken. 

★ 

America is obsessed with vio- 
lence or intrusion as a catalyst 
to human revelation. For 
Guare and Schepisi it is the 
stuff of black comedy. For 
debut director Mark Malone in 
Killer, it is the cue for a pop-ex- 
istentialist film rurir. Shot in 
swathes of darkness - on no 
account wait for the video - 
this is a virtual two-hander 
between hired hit-man 
Anthony lAPaglia and willing 
victim Mimi Rogers. If she does 
not die tonight - and she is 
ready, courtesy of an incurable 
disease - she will spill the 
beans to the DA. (What beans? 
Don't ask. We are never fully 
told) 

But what win happen if the 
parties fall for each other? Will 
two impoverished lives find 
redemption and meaning? 

The M-word is big in this 
film “What is the meaning of 
meaning?" muses LaPaglia in 
the bathtub. And there are 
shovelfuls of Intended signifi- 
cance, not always lucid, in the 
captioned chapter-headings 
preceding new sequences: “Are 
you gonna break my heart?", “1 
have to posh the rock up the 
hill", “Magnesium". 

Confused? Go with the flow 
of the performances. These 
infugp humanity in to hot air. 
LaPaglia gives his emotion- 
starved mobster the right brit- 
tle, reluctant vulnerability. 
And Rogers is amazing. Her 
sardonic, raked-over beauty 
more and more resembles Bar- 
bara Stanwyck. Even Killefs 
insane climax - would a dock- 
side "hit" really take place 
under a blazing light in an 
open-doored warehouse in full 
view of at least one giant 
freighter? - seems a little more 
plausible thanks to her radi- 
ant. scary conviction. 







Parodying socialites: Donald Sutherland, Stockard Channing and Will Smith in ‘Six Degrees of Separation 1 


Jack And Sarah, written and 
directed by a British first- 
timer, Tim Sullivan, is not so 
much a movie, more an acci- 
dent in the delivery room. For 
20 minutes we live In honest 
hope, pacing up and down with 
a cigarette. Richard E. Grant, 
who has lost a wife but gained 
a baby daughter in a maternity 
tragedy, goes through the 
tou ching stations of grief: the 
lipstick stain on last night’s 
wine glass, the wife’s voice still 
purling from answering 
machine. We believe in this cri- 
sis enough to beheve that a 
good human comedy can be 
bom from it 

Then odd things happen. Sir 
Ian McKellen emerges from a 
skip to becomes Grant’s live-in 
butler. A charmless American 
girl (S amantha Mathis) takes 
centre screen as replacement 


love interest Scenes fizz and 
then fizzle. And London W.ll 
fills up with actresses of a cer- 
tain age - Judi Dench, Eileen 
Atkins. Cberie Lunghi - steal- 
ing the best lines from an 
increasingly desperate Grant. 
This actor's eyes have not 
looked so stricken and spectral 
since WithnailAnd I. 

Structurally chaotic and 
humoristically hit-and-miss, 
the film is an all too typical 
modem British comedy. Too 
little time was spent we sus- 
pect. both in development and 
in editing. Perhaps that fresh- 
ly- promised lottery lolly will 
help to focus UK minds and 
resources. 

America's The Brady Bunch 
Movie is modest but perfectly 
formed. Take a squeaky-clean 
late 1960s sitcom. Re-animate 
its antidiluvian family, com- 


plete with flared trousers and 
Donny Osmond teeth. Then set 
them down in modem Los 
Angeles, where the serenity of 
their studio backyard - astro- 
turf and Klieg lighting - is 
threatened every time they 
step into real, noisy, smog- 
ridden locations. 

Somehow a one-joke film is 
funny almost for 90 minutes. 
Shelley Long and Gary Cole 
dispense the smiles and 
tongue-twisting parental homi- 
lies. Their six children are 
played with hilarious whole- 
someness by actors who must 
have spent 25 years in a time- 
capsule. And the subplots - 
evil developer wants to buy 
their home, oldest daughter 
has lesbian schoolfriend, 
middle daughter has bouts of 
Exorcist-style schizophrenia - 
are mischievous enough to 


subvert while keeping a 
straight face. 

★ 

The week's two “Enter at your 
peril" films are Man Of The 
House (U, James Orr) and 
Tales From The Crypt Presents 
Demon Knight (18, Ernest 
Dickerson). The first stars 
Chevy Chase and Farrah Faw- 
cett in a family-values 
comedy that resembles the 
Brady Bunch saga before the 
jokes were inserted. The 
second is a Gothic yam that 
must have exhausted itself 
with its title. Derived from a 
TV series, the perfunctory 
shocker gives us Satanic 
demons, homicidal cats, magic 
keys containing Christ's blood, 
and at least six degrees of sepa- 
ration concerning body-parts 
and their violently dispos- 
sessed owners. 


R obert Padtti’s Geek - 
the opening show in 
this year’s Barclays 
New Stages festival at 
the Royal Court Theatre - 
greets its audience with a 
bewildering double offer free 
popcorn and the chance too see 
a two headed baby. Although 
Padtti is considerate enough 
to leave the deformed foetus to 
your imagination, there is no 
shortage of hard-core bizarrery 
in this 70 minute exposition of 
the repressive," hypocritical 
and degenerate state that is 
1990s Britain, as seen from a 
gay and Lesbian perspective. 

The front curtain of an army 
surplus tent rises on a naked 
woman (Marisa Carr) who, to a 
crackly recording of God Save 
The Queen extracts a short 
string of Union flag bunting 
from inside herself. Minutes 
later, Padtti spreads an unap- 
petising picnic of sliced bread 
and raw eggs on a Union flag, 
and then proceeds to lunge and 
vomit repeatedly. His next task 
is to unravel a few metres of 
bunting from the rectum of a 
male colleague (Chris Green). 

Pacitti’s rather unconven- 
tional deployment of the same 
emblems of. national unity led 
to the banning of Geek in Not- 
tingham last week. The contro- 


Theatre/Sophie Constant! 

Freak show and 
film show 


versy has, to a large extent, 
both trivialised the work and 
diverted attention from its 
flaws. But while the bunting 
antics posit questions which 
relate to the show's wider 
aspect - is it an expression of a 
new radical patriotism? A com- 
ment on pornography? An act 
of cynical exhibitionism? Or 
just a full-on assertion of queer 
culture? - the interludes of 
dancing register as poorly exe- 
cuted, simplistic routines 
which serve no real purpose. 

Described as a freak show in 
three verses. Geek presents its 
quartet as freaks of both 
nature and nurture. Ironically 

- for the show is also part of 
the current Pride Arts Festival 

- the performers find little to 
celebrate in their self-professed 
sexual disaidence, opting 
instead for the shabby, destruc- 
tive hopelessness of victim art 
Censorship, persecution, the 
criminal justice bill the age of 


consent. Aids: none of these 
inappropriate subjects for thea- 
tre. But to watch Pacitti and 
Green lowering their Y-fronts; 
to listen to the tacky, 
well-worn dom matrix mono- 
logue issued by Carr, and to 
witness Helen Paris (a riveting 
performer) dragging out the 
work's final tar and feather 
sequence until it has lost all 
p oignanc y, is to collude in that 
negation of personal dignity 
which is the freak show’s most 
appalling characteristic. 

Annie Griffin's new show It 
Is For My Mouth Forever 
treads its own freaky path. But 
there is a firm discipline and 
generosity of spirit here which 
seems lacking in the self-refer- 
ential, self-pitying - albeit 
brave - agenda of Geek. My 
Mouth ... is, essentially, a film 
show to which voice overs by 
Griffin, piano accompaniment 
by Nicolas Bloomfield and 
foley work (Le., the reproduc- 


tion of human and environ- 
mental sound) by Jack Stew, 
are added live on stage. Joanna 
Scanlan plays a glamorous 
diva who recites lines from 
Walt Whitman’s Song Of 
Myself, wallowing in their reso- 
nance while in semi-denial of 
the reality that her career is on 
the skids. Having demon- 
strated her telepathic gift For 
choosing winning numbers on 
the lottery, she shacks up with 
a bearded, monosyllabic secu- 
rity guard, and. In a perverse 
variation on immaculate con- 
ception, becomes mother to a 
family of gerbQs (or are they 
hamsters?) which she later 
abandons. 

The channing absurdity of 
Griffin's script is finely 
observed by all five actors. But 
if Scanlan is the indisputable 
star on celluloid in this produc- 
tion. foley artist Jack Stew is 
the leading man on stage. The 
precision-cut action of his 
sound-making techniques not 
only animates Griffin's cine- 
matic gum show but creates a 
pantomime which runs parallel 
too and is frequently as amus- 
ing as that on the screen. 

The Barclays New Stages sea- 
son runs unto June 17, (0171 
730 1745). 


Sheer spirit of Ireland 


T he Irish spectacular 
Riverdance - borne on 

Eurovision success - 
is one of the few big 
dance-based hits of our time. 
Its core is traditional Irish 
dancing. The feet pound per- 
cussively on the floor, or cris- 
scross in flickering jumps; the 
legs turn out and in from the 
hip. or sweep forwards in sud- 
denly straight lines. Mean- 
while. the torso stays still, and 
the arms held motionless by 
the sides. This physical dichot- 
omy of Irish dance is bizarre; 
and, certainly in Riverdance, 
th rilling . One part of you is 
keeping up an aloof facade - 
while, beneath, another part of 
you Is forever hammering. 

The show has, it appears, 
two goals. One, to show that 
Irish dance and music can be 
major spectacles for modem 
audiences. Two. to show that 
they can blend with certain 
other folk forms (flamenco, 
Russian, tap). Though it goes 
too far in both these directions, 
It succeeds triumphantly. Riv- 
erdance makes Irish dance and 


Alastair Macaulay reviews ‘Riverdance' 


music succeed in a big theatre 
by amplifying them, and by 
making the most, on the one 
hand, of their mass impact (20 
or more dancers all tapping 
together) and, cm the other, of 
their solo virtuosity (Michael 
Flatley and Jean Butler). 

The effect of the music - 
including uillean pipes, fiddle, 
bodhr&n, spoons, bones, and 
plenty of singing - is reduced 
by Ug-scale amplification. But 
it is a sign of the evening's 
seriousness that among its 
heroes are Eileen Ivers on the 
fiddle, Davy Spillane on the 
uillean pipes, and Nikola Parov 
on various Balkan instru- 
ments. In their playing time 
and place fade away, and we 
are given sheer spirit 

Flatley himself, the show's 
star and chief choreographer, 
is actually its least intoxicat- 
ing component He has speed, 
energy, and a certain Puckish 
charm; but his dancing, with 
more flash than gut, starts to 
resemble his carefully bleached 
hair. Jean Butler, a most stri- 
king presence with her long 


neck and flowing red hair, is 
much more winning, though 
she too errs into sub-Spanish 
deportment here or there. Most 
of the time she draws your eye 
straight to the central paradox 
of Irish dance: the upper body 
so elegantly contained, the 
lower body so irresistibly ebul- 
lient 

It is the ensembles that most 
catch the excitement of Irish 
dance. To see 30 or more peo- 
ple completely synchronised in 
banging the floor beneath 
fTigm to a pulp is intoxicating. 
The dances in hard shoes are 
wonderful but better are the 
dances for the girls in soft 
shoes. The speed of those lus- 
cious feet is astonishing. Here 
and there. Riverdance is too 
Uoyd-Webberish. But often - 
as in the finale, when Spanish 
and Russian and black Ameri- 
can dancers all join the Irish in 
the same unison footwork - it 
has a blithe fervour that tran- 
scends all barriers. 

Apollo Hammersmith until 
June 17. 


Theatre 

The 

Broken 

Heart 


S een last year at the 
RSCs Swan Theatre in 
Stratford, John Ford’s 
The Broken Heart 
comes to the Barbican trailing 
gore and glory. Not that it is a 
play about war - on the con- 
trary, its concerns are marital 
and familial; but its emotions 
are as grim and destructive as 
anywhere in Radne. 

Ford’s only half-familiar 
play is Tis Pity She’s a Whore; 
the National Theatre botched 
it a few years ago, with a 
puppy actor as the incestu- 
ously driven brother. With 
Iain Glen as the hero of The 
Broken Heart, Michael Boyd’s 
production gives us the real 
Ford. It looks simple; the seri- 
ous work has all gone into the 
characters and the elaborate, 
darkly ironical verse which 
has to establish them and 
mafcfr the play. 

More like Racine than 
Shakespeare, The Broken 
Heart begins with a disastrous 
situation already fixed, and 
what we are to see are the 
workings-out. Ithocles, the 
young Spartan Prince, has 
already married off his sister 
to Lord Bassanes, though she 
and Orgilus (den) had made a 
love match; Orgilus is already 
steaming with fury and 
despair, and needs only the 
springs of other people's 
romantic attachments to wind 
them up and bring them all 
down. The blood is saved up 
for the last act, when suddenly 
there is a lot of it (that hor- 
ridly cunning Jacobean mecha- 
nism figures prominently). 

Glen has matured fast, and 
is superb with Orgilus's 
unstaunchable bitterness. 
Fully equal to the verse, which 
demands searching intelli- 
gence, he is vocally a model of 
eloquent variety - passion, 
sarcasm, obsequiousness and 
cold murderous glee. 

His lost Penthea is Emma 
Fielding, whose fine, ruined 
energy is so impressive that 
one hesitates to mention the 
one thin g she loses: she puts 
her all into every moment, 
whereas in the later stages of 
the play a part of her ought to 
be somewhere else, remote and 
unreachable. We could beUeve 
bloody revenge from her, but 
! not quite wilful self-starva- 
tion. 

Among the other players, all 
boasting as much vivid exper- 
tise, Robert Bowman's Rhodes 
grows saintly in his eventual 
martyrdom, and William 
Houston is sturdily touching 
as his lieutenant Philip Voss's 
madly jealous Bassanes has an 
Interesting campy edge, and 
the other principal women. 
Elaine Pike and Olivia Wil- 
liams, play up beautifully. 
There is a good, unscrupulous 
Scottish chaperone from 
Doreen Hepburn, almost the 
only rude, down-to-earth char- 
acter here among the extrava- 
gant plotting and the agonised 
laments. 

Melancholy, period-coloured 
music by Craig Armstrong sets 
the grievous tone with perfect 
tact In timing and blocking, 
Boyd finds a ludd shape for 
the play (no mean task)- We 
discover that The Broken Heart 
is actually a minor national 
treasure; an opportunity to 
find that out is so rare that 
this one should not be missed. 

David Murray 

Barbican Pit until July 29. 


f; ■ International- ■ 


■ AMSTERDAM 

CONCERTS 

Hot Concertgebouw Tel: (020) 671 

8345 • . ■ • 

• Royai Concertgebouw Orchestra: 
with the Netherlands Radio Choir. 
Mariss Jensons conducts 
Schoenberg and Shostakovich; 
8.15pm; Jun 9 

GALLERIES 

Gemeentoanchief Amsterdam Tel: 
(020)572 0202 

• Mahler in Amsterdam: exhibition 

on the life and works of Mahler with 
an assortmerrt of manuscripts, 

letters, scores and films; to Jiin 11 
OPERA/BALLET „ m . 

Hat MurieWheater Tel: 0320) 551 
8922 

• Dfe Meisterslnger von Nomberg: 
by Wagner. Haftmut Haenchen 
conducts the Netherlands 
Philharmonic Orchestra and sotoets 
Jan Hendrik Rootering and Siegfried 
Vogel; 5.30pm; Jun 10, 13 

■ BERLIN 

CONCERTS ' a n . 

Deutsche Oper Tet (030) 34384-01 


• Orchestra of the Deutsche Oper 
Berlin: Jin Belohldvek conducts 
Shostakovich and Brahms; 8pm; Jun 
8 

Konzerthaus Tel: (020) 309 21 02/ 
21 03 , 

• Berlin Symphony Orchestra: with 
pianist Frangois-Rend Duchable. 
Michael Schoenwandt conducts 
Franck. BQrger, Debussy and Bizet; 
8pm; Jun 9 

• Orchestra of the Deutsche Oper 
Berlin: with pianist Bruno Leonardo 
Geiber. Jiri Betohfavek conducts 
Shostakovich's “Symphony No.1* 
and Brahms' “Concert for Piano and 
Orchestra No -2*; 8pm; Jun 8 
OPERA/BALLET 

Deutsche Oper Tel: (030) 34384-01 

• Der Rosenkavafier by Strauss. 
Conductor Jlfl Kout, production by 
Gfitz Friedrich; 7.30pm; Jun 13 

• The Force of Destiny: by Verdi. A 
now production conducted by Rafael 
FrQhbeck de Burgos and produced 
by Hans Neuenfete; 7pm; Jun 9 

• The Masked Bali: by Verdi. 
Conducted by Rafael FrQhbeck de 
Burgos/Sebastian Lang- Lessing, 
produced by Goto Friedrich; 7.30pm; 
Jun 12, 

• Tristan und Isolde: by Wagner. 
Conducted toy JET Kout and 
produced by Gdtz Friedrich; 5.30pm; 
Jun 11 


■ COLOGNE 

CONCERTS 

KSbier Philhamionfe Tel: (0221) 
2801 

• New York Philharmonic: Kurt 
Masur conducts Beethoven's 
“Symphony No,7“ and 
Shostakovich's “Symphony No£*; 
8prrr, Jun 10 


• Radio Symphony Orchestra 
Cologne: with pianist Mark Zeltser 
conducts Mussorgsky, Rachmaninov 
and Shostakovich; 8.15pm; Jun 8 


■ LONDON 

CONCOCTS 

Barbican Tel: (0171) 638 8891 

• London Symphony Orchestra: 
with vioGnist Gil Shaham. Andre 
Previn conducts Vaughan Williams, 
Prokofiev and Strauss; 7.30pm; Jun 
8 

• Royal Philharmonic Orchestra: 
with violinist Jonathan Camay. 
Yehudi Menuhin conducts Mozart, 
Takemitsu and Brahms and Sir Peter 
Maxwell Davies conducts the 
London premiere of his Time and 
the Raven: United Nations 
Overture”, written for the 50th 
anniversary celebrations of foe 
United Nations; 7.30pm; Jun 14 
Royal Festival Hall Teh (0171) 928 
8800 

• Itzhak Perlman: violinist with foe 
Phflharmonia Orchestra. Lawrence 
Foster conducts Beethoven; 7.30pm; 
Jun 10 

• Minray Perahia: pianist plays 
Scarlatti, Handel, Beethoven, 
Schumann and Chopin; 7.30pm; Jun 
9 

• Phflharmonia Orchestra: with 
violinist Maxim Vengerov. John Biot 
Gardiner conducts Egar, Bruch and 
Mendelssohn; 7.30pm; Jui 8 

GALLERIES 

National Portrait Tel: (0171) 306 
0055 

• Richard Avedon; large scale 

■ photographic portraits and fashion 
photographs; to Jun 11 
Royal Festival Hall Tel: (0171) 928 
8800 


• Art Unlimited: multiples from foe 
1960's and 1990's including work by 
Damien Hirst and Jenny Holzer; to 
Jun 11 

OPERA/BALLET 

Royal Opera House Tet (0171) 304 
4000 

• Billy Budd: by Britten. A new 
production conducted by Robert 
Spano and directed by Francesca 
Zambella Soloists include Graham 
Clark, Francis Egerton, John 
Duykers and Rodney GiNry/Peter 
Coleman-Wrfght; 7.30pm; Jun 9, 13 

• La Bohdmec by Puccini. 
Conducted by Jan Latham- Koenig 
and directed by John Copley. 
Soloists include Cynthia Haymon, 
Nancy Gustafson and Roberta 
Algana/THo Beltran; 7.30pm; Jun 8, 
10 (7pm) 

THEATRE 

Ambassadors Tet (0171) 836 6111 

• The Killing of Sister George: by 
Frank Marcus. With Miriam 
Margotyes, Serena Evans and 

Josephine Tewson; Bpm. 

Donmar Warehouse Tet (0171) 369 
1732 

• Insignificance: written and 
directed by Terry Johnson. Cast 
includes Frances Barber, Alun 
Armstrong, Jade Waff and Ian Hogg; 
8pm; (not Sun) 

National, Cottesfoe Tet (0171) 928 
2252 

• Richard II: by Shakespeare. 
Deborah Warner's new production 
featuring Fiona Shaw as foe king; 
7.15pm; Jun 12, 13, 14 (2pm) 
National, OOvfer Tel: (pi 71) 928 
2252 

• Under MUk Wood: by Dylan 
Thomas. Directed by Roger Michel I 
and stars Robert Blythe; 7.15pm; 

Jun 12, 13 ^pm) . 14 

• Women of Troy: by Euripides, 


translated by Kenneth McLelsh and 
directed by Annie Castiedine; 
7.15pm; Jun 9, 10 (2pm) 


■ LOS ANGELES 

GALLERIES 

County Museum Tel: (213) 857 
6000 

• Kandinsky: Compositions: six of 
tiie seven surviving “Composition" 
paintings are presented along with 
25 preliminary studies which trace 
the artist’s evolution from figurative 
to abstract painting; to Sep 3 


■ PARIS 

CONCERTS 

Ghdtetet Tet (1) 40 28 28 40 

• New York Phflharmonic: Kurt 
Masur conducts Shostakovich and 
Beethoven; Bpm; Jun 9 
Champs BysSes Tel: (1) 49 52 50 
50 

• National Orchestra of France: 
with soprano Monica Plck-Hteronimi, 
mezzo-soprano Nadja Michael, tenor 
Thomas Dewald and bass Michael 
Voile. Charles Dutort conducts 
Beethoven’s "Symphony No.1” and 
“Symphony No.9"; 8pm; Jun 14 
OPERA/BALLET 

Champs Bys6ea Tel: (1) 49 52 50 
50 

• Ezio: by Handel Conducted by 
Robert King, directed by Stephen 
Medcatf end with the King's 
Consort Soloists include James 
Bowman, Susan Griffon and 
Dominique Visse; 7JB0pm; Jun 9, 10 
Op6ra National de Paris, Bastille 
Tel: fl) 47 42 57 50 

• Las Capuiet et les MontaJgu: by 
Bellini. Conducted by Bruno 


Campaneila and produced by 
Robert Carsen. Soloists include 
Jeffrey Wells, Cecilia Gasdia and 
Jennifer Lamars; 7.30pm; Jun 9, 12 


■ VIENNA 

CONCERTS 

Wiener Kammeroper Tel: (1) 512 
0100 

• Viennese Philharmonic Orchestra: 
with soprano Deborah Voigt and 
baritone Bryn Terfel. Giuseppe 
Sinopoli conducts Schoenberg and 
zemlinsky; 7.30pm; Jun 9 
Wiener Konzerthaus Tet: (1) 712 
1211 

• South Western Radio Orchestra: 
with soprano Julie Moffat In go 
Mstzmacher conducts Webern and 
Mahler; 7.30pm; Jun 12 

• Viennese Symphony Orchestra: 
with soprano Christians Oetze. 
Michael Gielen conducts Mahler and 
Webern; 7.30pm; Jun 8 

• Viennese Symphony Orchestra: 
with pianist Radu Lupu. Kurt 
Sanderfing conducts Beethoven and 
Shostakovich; 7.30pm; Jun 10 


■ WASHINGTON 

THEATRE 

Kennedy Center Tel: (202) 467 
4600 

• Angels in America: Perestroika 
Part Two of the Tony Kushner 
award-winning play about politics, 
sex and religion. Stars Jonathan 
Hadary; 7.30pm; from Jun 9 to Jul 9 

• Angels in America: Part One, The 
Millenium Approaches, Tony 
Kushnarts award-winning play about 
sex, politics and religion; 7.30pm; to 
Jun 8 


WORLD SERVICE 

BBC for Europe can be 
received in western Europe 
on Medium Wave 648 kHZ 
(463m) 


EUROPEAN CABLE 
AND SATELLITE 
BUSINESS TV 
(Central European Time) 
MONDAY TO FRIDAY 

NBC/Super ChanneH 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage until 
14.00 of European 
business and foe financial 
markets 

17.30 

Financial Times Business 
Tonight 

Midnight 

Financial Times Business 
Tonight 






A cultural view of T 


corporate life 


-Y- Bristow, the 
T ^ hero of Frank 
I \ Dickens' office 

/ \ cartoon strip in 

I London 

*8Sg| Evening Stan- 
RdCik ' dard, is peren- 
DcwretA/ nially at work 
RE\ TEW 0J3 kjg m «i gnum 

opus: Living Death in the 
Chesier-Pcrry Buying Depart- 
ment. 

The joke, of course, is that 
Bristow's day is so dull he 
spends most of it asleep, or 
reminiscing over doubtful dra- 
mas such as “the great tea trol- 
ley disaster". While we wait for 
Bristow's gripping tome to be 
published. Anthony Sampson, 
best known for his Anatomy of 
Britain, has stepped into the 
breach with a survey of corpo- 
rate culture. 

Sampson has in the past 
done a highly readable job on 
chronicling individual indus- 
tries such as the oil business 
and the arms trade, but in this 
book, he has set himself a 
much more difficult task. 

Birth and death tend to be 
the most interesting stages of a 
company’s life. When a busi- 
ness is founded, the fledgling 
entrepreneur struggles to 
establish himself, either by 
dint of inspiration and hard 
work or. sometimes, by the 
ruthless crushing of the com- 
petition. 

The demise of a great com- 
pany. whether by mismanage- 
ment, fraud or takeover, can 
also be a fascinating tale, as 
shown by books sucb as Bar- 
barians at the Gate, the 
bestseller about Kohlberg Kra- 
vis Roberts's S2obn bid for 
RJR-Nabisco. But in normal 
times, when a company is 
established and institutional- 
ised. its story often becomes 
mundane. 

Sampson dutifully charts the 
history of the corporation from 
the development of the vital 
principle of limited liability in 
the 19th century and the emer- 
gence of the US robber barons. 
The popular image of "com- 
pany man" was developed as 
ownership became divorced 
from management in the 20th 
century and the monolithic 
multinationals emerged, with 
their vast head offices and 
complex layers of manage- 
ment. 

The golden age of “company 
man” was probably in the 


COMPANY MAN: THE 
RISE AND FALL OF 
CORPORATE LIFE 
By Anthony Sampson 

Harper Collins. £20. 354 pages. 


1950s and 1960s. when the 
international executive jetted 
around the world, moving 
steadily up a carefully cali- 
brated corporate hierarchy, en 
route to the company car. the 
country club membership and 
the key to the executive wash- 
room. Conformity was the saf- 
est route to success, whether 
bv wearing the blue suit at 
IBM or. at Shell, by willingly 
uprooting the family to work 
in a foreign land. 

But these structures stifled 
creativity and flexibility. 
Sampson makes the plausible 
observation that the second 
world war “brought the corpo- 
rations closer to military 
systems and planning with 
their own systems of command 
and control. And as they 
became involved in the cold 
war against the communist 
bloc, their structures showed 
more resemblance to the 
bureaucracies and appara- 
tchiks with which they were 
competing.” 

This lack of flexibility even- 
tually brought disaster when 
US and European companies 
were subject to competition 
from the Japanese. Indeed, it is 
perhaps significant that the 
heyday of the monolithic cor- 
porate structure was from the 
1920s to the 1970s. when Euro- 
pean and US business was cos- 
seted by cartels, protective tar- 
iffs and the division of the 
world into capitalist and com- 
munist blocs. 


O n top of the Japa- 
nese challenge came 
the company raid- 
ers. with their 
attacks on the “corporate wel- 
fare state” of private jets and 
expense accounts, and the 
threat of competitors from the 
emerging markets of south-east 
Asia. Furthermore, the 
increased use of information 
technology has made it easier 
for small companies to com- 
pete with the multinationals 
and has allowed corporations 
to “contract out” much of their 
administrative needs. 
Meanwhile in the US. a 


younger breed of manager, 
conditioned by the non- 
conformist attitudes of the 
1960s, has developed a different 
company model, where dress is 
casual, hierarchies less formal 
and bureaucracy almost non- 
existent. Microsoft has risen 
while IBM has declined. 

Corporations have been 
forced to react to the competi- 
tion by slashing payrolls and 
“de-layering” management, 
rather as manufacturing com- 
panies cut their workforces in 
the early 1980s. The middle 
classes have suddenly been 
faced with the insecurity 
which has often been the lot of 
the working classes. According 
to Sampson, “the traditional 
company man. with his confi- 
dence in annual increments 
and a growing pension is as 
extinct as an 18th-century cler- 
gyman.". 

The most popular image of 
the future is of the manager as 
“consultant”, hired for his or 
her labour from contract to 
contract, often working from 
home via computer or modem. 
Such work may be more intel- 
lectually rewarding, but will be 
far less secure. 

The problem with this pic- 
ture is that it is a stereotype, 
like much of the above potted 
history of corporate life. In 
practice, multinationals will 
still employ plenty of 
career managers and the 
future is more likely to consist 
of a variety of models, from the 
blue-suited vice-president to 
the pony-tailed tele-cottagers. 

Mo doubt Sampson's book 
will be bought by the kind of 
executives who lap up the self- 
improvement tomes which 
dominate business best sellers 
lists. But Company Man seems 
aimed at the general reader, 
valiantly trying to maintain 
interest by focusing on the cul- 
tural history of corporate life, 
even to the extent of summar- 
ising the plot of the Dolly Par- 
ton movie Nine to Five. 

Sampson neither reaches any 
ringing conclusions about the 
future of the company, nor 
does he use his book, like Will 
Hutton’s The State We’re In. as 
a polemic against the existing 
system. If only Bristow can fin- 
ish Living Death ... he may 
still find a gap in the market. 


Philip Coggan 
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It takes more 

THAN MONEY 
TO WEAR THE 

Royal Oak. 





Fur ihc pa.Ni twenty years, some of the m> »*.t 
successiul and admired men and women lu\e 
chosen to wear the Royal Oak A watch liki- 
n'. > other. Distinctive Exclusive. Uniquely desi- 
gned. Ami quite simply in a iUns of its own 
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T here has been a mod- 
est slowdown in the 
pace of world eco- 
nomic recovery. The 
real GDP of the G7 industrial 
countries, which had been 
growing by nearly 4 per cent 
per annum in the middle of 
last year, slowed to 2.7 per cent 
by the end of the year. This 
was also a rate achieved by the 
US and the UK in the first 
quarter of this year. 

Other countries, which do 
not take their temperatures so 
promptly, do not yet have 1995 
GDP estimates. But there is 
some suggestion of a slowing 
down in industrial production 
in Germany. It has not how- 
ever been widely realised that 
in Japan industrial production 
has, despite the high yen. been 
rising by annualised rates 
averaging 6 per cent since the 
beginning of 1994. This has yet 
to be confirmed by GDP esti- 
mates and we do not yet know 
if it is a flicker or the begin- 
ning of a full recovery. 

is the rest of the world see- 
ing the be ginning of a new 
recession or at least a period of 
stagnant below-trend growth? 
Or is it simply a slight hesita- 
tion in an upward movement 
which cannot be completely 
regular from one period to the 
next? The key background fact 
is that recent business cycles 
have been getting longer. The 
last one, measuring from peak 
to peak, lasted II years, ending 
in 1989-90. We are only five 
years from the peak of that 
cycle and the probability is 
that we are seeing a temporary 
hesitation. Indeed some growth 
slowdown was necessary in the 
US and the UK to prevent a 
recurrence of rising inflation: 
and the world could simply be 
facing the small bumps inevita- 
ble even in the smoothest of 
soft landings. 

We have been here before. 
Talk of a growth pause, or 
even renewed recession, has 
uncanny resemblance to simi- 
lar talk in 1986. The then chan- 
cellor. Nigel Lawson, recounts 
in his memoirs. The View from 
No.ll. how the alarm bells 
started ringing when there was 
an apparent steep decline in 
the UK growth rate in the first 
quarter of that year, supported 
by a sharp decline in the 
so-called longer leading indica- 
tors. “It was only some years 
later, when the figures had 
been revised several times, 
that it emerged that the bulk 
of the reported decline in the 
rate of growth was simply a 
statistical error.” He now calls 
the period “a false dusk". But 
“in fact, while commentators 
were still arguing about 
whether we faced recession, 
slowdown or merely pause, the 


Economic Viewpoint 


A false dusk falls 
over the world 


By Samuel Brittan 
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The master watch maker. 
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upturn was if anything becom- 
ing uncomfortably vigorous”. 

At a world level there was a 
minuscul e dip in the combined 
growth rate of the G7 countries 
from 3.4 per cent in 1985 to 2.9 
per cent in 1966. But, as the 
lower chart shows, industrial 
production, which is a highly 
volatile component of world 
GDP, did show a pronounced 
but temporary drop in its rate 
of increase. By the late 1980s 
this was over and international 
inflationary pressures had 
again emerged. 

In 1936 the main blame for 
the pause was placed on the 
collapse in world oil prices. 
The official explanation was 
that the oil-producing coun- 
tries cut their spending more 
quickly than the consumer 
countries, which had benefited 
from the trend, could raise 
their own consumption. 

This time round the blame is 
being put on exchange rate 
instability. The appreciation of 
the D-Mark, the yen and associ- 
ated currencies has been 
retarding Japanese recovery 
and slowing down that of Ger- 
many, while the devaluing 
countries have not yet fully 
benefited from the boost to 
their export competitiveness. 

There is of course some ide- 
ology behind the argument 
about the state of the economy. 
The apparent textbook consen- 
sus on the limits of demand 
management is not accepted in 
their hearts by many econo- 
mists. who itch to say thing s 
like “the economy is being 
starved of fuel for growth”, or 
by financial market activists 
dying to see action. 

For those who genuinely 
believe in the supposed eco- 
nomic consensus there would 
be a simple sign if world 
demand were inadequate and 
disinflation pushed too far. For 
we would then see a falling 

rate of inflation and eventually 
deflation - with prices actually 
falling. In fact in the G7 coun- 
tries. the average inflation rate 
has been remarkably stable at 
between 2 per cent and 2‘* per 
cent since the end of 1993. 
The big exception is Japan 


Modest worid slowdown 


G7 real GDP 
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I quarterly growth 


the Bank . were independently 
accountable, it might wen be a 
little less: gung-ho, because it 
would be held to account for 
excessive anti-inflationary zeal, 
as wen as for financial laxity. 
At the moment If the governor 
does not put the pessimistic 
case on inflation a M the case 
for pre-emptive strikes, who 
else will? 

Oh a broad view, UK perfor- 
mance has been almost Meal 
Total spending measured by 
nominal GDP has been -rising 
over the average of the past 
two quarters by an annualised 
rate , of just under 5 per cent 
per annum. Ttris leaves room 
for 2 per' cent inflation send 3 
percent real growth - or the 
other way round. The reason 
for. the “almost" bafbre “idea}" 
has been the further drop in 
sterling, which has only been 
very partially- reversed since 
the chancellor's May meeting 
with the governor. 


Volatile world production 

G7 industrial p roduction (A nnual %Qtowtti) . ' 


A t an international 
level the qualification 
about exchange rates 
disappears; and it is 
indeed at this level that nomi- 
nal demand can be best guided. 
The G7 countries themselves 
also achieved in 1994 a com- 
bined nominal GDP growth 
rate of nearly 5 per cent - 
which could safely be fraction- 
ally higher if Japan were per- 
forming normally. It is time to 
end the fashionable dogma 
that world financial co- 
operation is useless. But it 
needs to begin with a concerta- 
tion of domestic monetary poli- 
cies rather than ad hoc inter- 
vention in the foreign 
exchange markets. 

Even at the international 
level, it would be desirable to 
utilise advance indicators of 
increasing inflationary or 
recessionary pressures. Such 
indicators are. provided by 
world commodity prices, which 
have come off the boll, and by 
nominal long-term interest 
rates, which have also dropped 
internationally by well over 1 
percentage point since finance 
ministers began to worry about 
them at the_end of last year. 

The reduction of long-term 
interest rates is not only a sign 
of reduced inflationary pres- 
sure, but will itself give a stim- 
ulus to activity. A further stim- 
ulus will be given if Germany 
and the countries that follow 
its lead reduce short-term rates 
to offset the overvaluation of 
the D-Mark. For. as JP Mor- 
gan's Worid Financial Markets 
puts ft, “Bundesbank policy is 
contingent on currency move- 
ments.” Only short-term opera- 
tors have anything to gain 
from scaring the punters with 
flimsy recession scares. 
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where consumer prices are 
actually falling slightly. 

In the British parochial argu- 
ment there is confusion 
between personal views on the 
trend rate of output and the 
rate on which it is prudent to 
base policy. There have been 
so many errors of over- 
optimism in the pest that it is 
surely sensible to plan public 
expenditure, tax changes, mon- 
etary policy and all the rest on 
the Treasury's statistically- 
based assumption that under- 
lying growth is not much 
above 2 per cent per annum. 
Op timis ts like Patrick MInford 
believe it to be much higher 
and I suspect they are right 
But if SO. and finan cial policies 
are too restrictive, inflation 
will resume Us downward 
trend. The need is to combine 
pessimism about safety mar- 
gins with optimism on long- 
run performance. 

The meetings between Mr 
Kenneth Clarke, the chancel- 
lor. and Mr Eddie George, the 
governor of the Bank of 
England, are singularly ill- 
timed as they take place before 


rather than after most of key 
data on the British economy 
become readily available. One 
can easily concede that since 
the chancellor's decision in 
May against a base rate 
increase the argument has 
gone his way and not the 
Bank's, especially in the down- 
ward revision of the first- 
quarter GDP. But to see it in 
these terms is to put too much 
emphasis on the rates of 
change and not enough on 
underlying price pressures 
about which the Bank can still 
legitimately be worried. On the 
real side there still remains the 
discrepancy between official 
data showing stagnant manu- 
facturing production and 
industrial surveys showing 
bouy&nt order books, espe- 
cially but not only on the 
export side. 

Much of the tension on the 
issue would subside if it were 
realised that short-term inter- 
est rates are prices which, like 
other prices, need to move in 
both directions and in which 
errors in either direction can 
readlv be corrected. Indeed if 


LETTERS TO THE EDITOR 


Number One Southwark Bridge, London SE1 9HL 


We are keen io encourage letters from readers around the world. Letters may be faxed to +44 171-873 5938 iplease set fax to ’fine’). 
Translation may be available for letters written in the main international languages. 


Fair framework for 


utilities offered by 
UK Labour party 


Democracy triumphs over 
Tokyo’s planned Expo 


From Dr J_ A. Cunningham MP. 

Sir. I recently outlined 
Labour's proposals for the util- 
ities to introduce automatic 
rebates and price cuts when 
high profits are reported above 
a p re-agreed normal IeveL By 
allowing the utilities to retain 
a substantial proportion of 
high profits, however, these 
proposals at the same time 
recognised the crucial need to 
provide the right managerial 
incentives. 

In two FT leaders (“Labour's 
utilities" May 17, and “Water 
woes,” June 6) arguments have 
been put forward or statements 
made which are misleading. 

One charge is that the calcu- 
lation of a “normal” level of 
profit or rate of return would 
be an extra burden for the reg- 
ulators. But this calculation is 
common to all forms of regula- 
tion. including the present 
RPI-X framework. An incoming 
Labour government would 
enforce best practice by the 
regulator in order to ensure 
that the normal rate of return 
is related to market levels. 

Another criticism Is that the 
proposed profit-sharing rule 
would weaken incentives 
toward efficiency. New Labour 
reco guises that in a dynamic 
economy innovation and 
increased efficiency must be 
rewarded. By allowing the util- 
ity to keep a substantia] pro- 
portion of profits above the 
normal threshold level, the 
drive to innovation and effi- 
ciency should not be reduced. 

In the long run, in the 
absence of further gains in effi- 
ciency or innovation, prices 
would fall toward a level where 
the normal rate of return is 
earned. This is desirable in 
that considerable returns to 
imiovation and increased effi- 
ciency could be earned while 
incentives to increased effi- 


ciency and innovation are not 
ultimately dulled by a cushion 
of high profit 

There would of course be a 
clear need to tighten up the 
rules concerning the measure- 
ment of profit for pricing pur- 
poses. This is analogous to 
defining profit for tax liability. 

I should also like to dispel 
any fears that the proposed pri- 
cing rule would increase the 
cost of capital to the utilities. 
In fact, because of the ten- 
dency of the rate of return to 
converge in the long run on 
the normal level set by the reg- 
ulator, shareholder uncertainty 
would be lower than under the 
present system. Indeed, shares 
in the utilities would begin to 
behave more like gilt-edged 
stocks under the new scheme. 

Regulatory uncertainty 
would be further reduced by 
other Labonr proposals 
designed to induce more objec- 
tive and consistent behaviour 
on the part of the regulators. 
These include writing clearer 
and more objective rules for , 
the regulators, not reguiring , 
them to take political decisions 1 
and requiring them to consult ! 
widely and publish justifica- 
tions of their decisions. 

Labour is determined to 
design a framework which 
reduces regulatory uncer- 
tainty, produces fairness 
towards consumers, provides 
fair incentives to managers, 
and delivers a fair rate of 
return to shareholders. 

Labour has not developed 
these proposals in a vacuum. 
We are consulting widely with 
leading regulation experts, reg- 
ulators and utility directors. 
We invite further dialogue. 

Jack Cunningham. 

shadow secretary of state for 

trade and industry. 

House of Commons. 

London SWlA 0A.A. UK 


From Mr Kumon Tokumaru. 

The new governor of Tokyo, 
Mr Yukio Aoshima. has 
derided to cancel the World 
City Expo (“Tokyo’s governor 
calk off Expo”, June l). The 
economic significance of the 
cancellation was investigated 
by the FT but not the political 
one. 

Mr Aoshima had been a sen- 
ator for these past 25 years 
without any significant politi- 
cal achievements to his name 
until he became governor of 
Tokyo. He was criticised dur- 
ing his campaign for not hav- 
ing any big designs for his 
administration. But it was he, 
unsupported by any political 
parties, who defeated other 
professional and ambitious 
candidates such as Mr Nobuo 
Is hihar a, a former vice-cabinet 1 
minister, Mr Tetsundo Iwak- | 
uni. former mayor of Izumo 
city and former executive 
vice-president of Merrill Lynch, 
Japan, and Mr Kenichi Omae, 
vice-president of McKinsey and 
leader of the Heiei-Ishin 
(reformist) party. 

It is clear that the Tokyo vot- 
ers selected Aoshima knowing 
that he would do no thing while 
mayor. The self-confident citi- 
zens sent out a clear si gnal - 
DO NOTHING. And conse- 
quently Aoshima was selected 
as their puppet. The term pup- 
pet could be a derogatory 
expression but paradoxically 


here it isn’t here is it not the 
genuine model of democracy? 
To date, political professionals, 
such as bureaucrats, politi- 
cians, journalists. Intellect uals , 
etc, have never conceded 
power to the masses. In the 
end, the people have deprived 
them of their power by putting 
a puppet at the top. This could 
be described as the completion 
of mass democracy. 

Japan is a homogenous soci- 
ety with no class system, no 
ethnic bloodshed and no reli- 
gious conflicts. With its quasi- 
100 per cent literate popula- 
tion, the mass society in Japan 
has finally matured in the 
extreme and a new era of 
democracy has begun. 

The cancellation of the Expo 
was the campaign promise of 
Aoshima. After the election, 
the Tokyo assembly voted in 
favour of the project. Then 
polls were conducted by citi- 
zens' groups around Tokyo 
which revealed that more than 
90 per cent of passers-by were 
against the Expo. Thus the citi- 
zens now make the decision. 
Others should not be anxious 
about this new phase in democ- 
racy. Contemporary citizens of 
japan are reliable, consistent 
and spontaneous - look at the 
efforts of many people after the 
Kobe earthquake. 

Kumon Tokumaru, 

2 London Wall Buildings. 
London EC 2 M SPP, OK 


Nothing rational about markets 


From Mr John Lock. 

Sir, Barry Riley writes that 
today’s markets “are not being 
driven by long-term investors 
making rational and co-ordi- 
nated top-down asset allocation 
decisions" (“Recession spotters 
wait for the fog to clear”. June 
7). I thought that was the 
whole point of markets. They 
are irrational; they aren't top- 
down driven; and even where 
investors’ decisions have a dis- 


cernible logic, all investors' 
decisions do not and cannot 
add up to something logical 
If markets were rational, we 
wouldn’t need economists, ana- 
lysts, forecasters and, dare I 
say it, financial journalists. 
Come to think of it. human 
beings might be a bit superflu- 
ous as well! 

John Lock. 

88 Claremont Road, 

London E? QPZ. UK 


Trapped for the long term because of UK government policies 


From Mr Simon Buckingham. 

Sir. Re your editorial. “No 
housing fix" (June 5), it is sad 
but true that UK householders 
need to blame the government 
for their own housing invest- 
ment derisions. Individuals are 
trapped for the long term in 


their houses and in their 
organisations because of poli- 
cies from the government, 
banks and hierarchies. 

The dormant state of the 
housing market is not so much 
a good thing because it "ought 
to inspire the same long-ter- 


mism in would-be home buyers 
that is considered desirable in 
business". In what would be a 
fast and flexible world without 
distorting policy making, the 
apparent problem of "short-ter- 
mism” would be an irrelevant 
myth and not an evil perpetu- 


ated to justify more policies. 
What is short-term! sm any- 
way? These days, in the short 

term, we are all dead. 

Simon Bu ckin gh a m, 

25 Carpenter Road, 

Edgbaston, 

Birmingham B15 2JN. UK 
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Mr Clarke and 
the Old Lady 


T oo much sex and vio- 
lence. too many offen- 
sive films, too many 
obscene songs. The US 
entertainment business 
is in the doghouse again: or at any 
rate, important parts of it are. 

Last week Senator Robert Dole, 
Senate majority leader, lambasted 
the media giant Time Warner for 
“marketing evil through com- 
merce’*. According to Mr Dole, Time 
Warner is “on the leading edge of 

coarseness and violence’*. 

Mr Dole has in mind Time 
Warner films such as Natural Bom 
Killers and True Romance and rap 
music alhiung from groups such as 
Cannibal Corpse. Geto Boys and 
Snoop Doggy Dogg. These produce 
the music known as “gangsta rap", 
which has been accused of unac- 
ceptably violent and sexist lan- 
guage. Several gangsta rap artists 
have criminal records. 

Time Warner is not the only tar- 
get. Senator Dole’s wife, who is 
head of the American Red Cross, 
followed his broadside by selling 
her shares in Disney. Through its 
Miramax subsidiary. Disney pro- 
duces or distributes such conten- 
tious fibng as Priest, which p o r tr ays 
gay Catholic clergy in Liverpool, 
and the violent films Pulp Fiction 
and Reservoir Dogs. 

Mr and Mrs Dole were only fol- 
lowing a trend, however. In April, 
the Knig hts of Columbus, a power- 
ful Catholic organisation, sold $3m- 
worth of Disney stock. Last month 
Mr William Donahue. president of 
the Catholic League, declared in a 
letter to the Wall Street Journal: 
“We are leading a nationwide 
attack against Disney - ranging 
from a boycott to a stockholder 
revolt - doing everything possible 
to blacken its Snow White image.” 

It is tempting to dismiss these 
events as the American public 
going through one of its periodic 
fits of morality. For the manage- 
ment of those companies, however, 
it poses a genuine conundrum. 

Consider the pros and cons for a 
company such as Time Warner. On 
the one hand, it helps its image in 
some parts of the youth markk to 
be seen as bold and unconventional. 
Also, the company lives by the qual- 
ity of its ideas: imposing bureau- 
cratic constraints from the centre 
might hamper its creativity. 

Conversely, violent films and 
gangsta rap records harm the com- 
pany’s image as a provider of enter- 
tainment for families and children. 
There is also a wider political issue. 
As a provider of cable TV and - 
increasingly - telephony. Time 
Warner will be vitally affected by 
the deregulation of those industries 
now being debated in both Senate 
and Congress. It is not a good time 
to be making political enemies, par- 
ticularly on the right 
Asked how the company 
approaches the whole issue, a Time 


When the UK's chan«»no r of the 
exchequer and the governor of the 
Bank of England met a month 
ago. the majority of observers 
expected: short-term interest rates 
to go up. When this did not hap- 
pen, Kenneth Clarke was excori- 
ated for making a bad move in bis 
chess game with the Bank. Now 
he is being congratulated for put- 
ting Mr Eddie George’s king in 
check. Three questions arise: 
whether the decision to leave 
short-term rates of interest at 6.75 
per cent has been justified: 
whether, the credibility of the 
chancellor has been raised vis A 
vis that of the governor: and, most 
important, whether the current 
policy regime has been vindicated. 

Immediately after his penulti- 
mate monthly meeting with Mr 
George, on Mhy 5, the chancellor 
argued, plausibly, that the deci- 
sion was “finely balanced”. The 
very next week the Bank of 
England’s inflation report argued 
that inflation would be in the 
upper half of the 1-4 per cent tar- 
get range, under unchanged poli- 
cies, two years hence. This fore- 
cast was taken to confirm that the 
governor had asked for higher 
interest rates at the meeting with 
the chancellor - and had been 
turned down. 

On balance, the news since then 
hp« strengthened *h«> case of 
opposed to higher interest rates. 
The Centra] Statistical Office 
revised down its estimate of non- 
oil growth in the first quarter to 
an annual rate of 2 A per cent. The 
volume of goods bought in the 
shops fell by 0.2 per cent in April, 
having been flat in recent months. 
Factory production foil in the first 
quarter of 1995. Mortgage lending 
by buflding societies was a third 
weaker in April than a year ear- 
lier. Unemployment recorded its 
smallest - fall far nine months in 
April and the annnal rate of aver- 
age earning s growth was stable at 
85 per cent in March. 

Long game 

Inevitably, this has made the 
chancellor look less of a scheming 
politician and more of a for-seeing 
economic policy-maker. Markets 
seem to concur since May 5, the 
trade-weighted exchange rate has 
risen. 0.7 per cent; the exchange 
rate a gainst the D-Mark has risen 
Z3 per cent; the redemption yield 
of a 10-year gilt has fallen GO basis 
points; and the gap between the 
yield on index-linked and conven- 
tional gilts - a measure of expec- 
ted inflatio n - has faTlan 40 basis 

points. But the chancellor has 
been lucky as much as wise, since 
the main driving force has been a 
stronger US dollar and a much 
stronger US bond market 

This is just a short episode in a 
very long game. The danger is 
that the UK has a chancellor who 


is merely temporarily lucky, but 
believes he is wise. It is for too 
early to conclude that this deci- 
sion was correct, let alone that the 
UK has a satisfactory policy 
regime. Markets doubt it: UK 
expected inflation is more than l'/j 
percentage points above the top of 
the official target range; and the 
redemption yield of UK 10-year 
gilts is 160 basis points above that 
of the US and 120 basis points 
above that of Germany, despite 
much the same underlying infla- 
tion rate. 

Price of caution 

Even if Mr Clarke turns out as 
wise, as prudent and as robust as 
he would like people to believe, a 
regime that depends so heavily on 
hte judgment is 1*^ credible 
it could be. The case for delega- 
tion of responsibility to the Bank 
of En gland for achieving a specific 
inflation target remains over- 
whelmingly strong. The govern- 
ment could still temporarily over- 
ride, or permanently change, that 
target. But such decisions would 
have to be public. Equally, the 
governor should be told that foil- 
me to achieve the target would 
justify dismissal. With responsibil- 
ity would go the accountability 
that is now lacking. 

The fundamental question is 
whether an infla tion target would 
be a satisfactory objective. If not, 
delegation would be for more diffi- 
cult to justify. Those who argue 
against It, believe there is a bade 
off between inflation and real out- 
put The price of caution about 
inflation must they argue, be per- 
manent capacity and slow 

growth. 

Yet there is no reason to believe 
this. In New Zealand, for example, 
pursuit of a Still ti ghter inflation 
target of 0-2 per emit allowed GDP 
to grow at a compound annual 
rate of 5 per emit a year in the 
three years to the last quarter of 
1994. If pvrpflg capacity in the UK 
is indeed substantial, inflation will 
fall. This win encourage easing of 
monetary policy and renewed 
growth, while also strengthening 
fhe credibility of policy. The issue 
is not whether to allow emnnmic 
growth. It is whether to assume 
there is excess capacity in setting 
policy, or wait until it has been 
revealed. 

It is comforting that current pol- 
icy settings look less risky than 
they did a month ago. But it is not 
at aU comforting that this wfll 
strengthen the hands of those who 
want to retain a policy regime for 
whose failings the UK pays a 
price. The events of the last 
month are not another victory for 
good old British muddling 
through. Nor is tins just a chess 
game between two men. It is the 
country’s longer-term economic 
stability that is at stake. 


Europe defends 
Rushdie 


A spate of recent reports from 
Tehran suggests that Iran may at 
last be do se to hftrng the death 
threat that has hung over the Brit- 
ish author Salman Rushdie since 
February 1989. 

Some Iranian leaders continue 
to insist that the fatwa or ruling 
of the late Ayatollah Khomeini, 
inciting Moslems to kill Mr Rush- 
die and his publishers, is “irrevo- 
cable”. That may be true in the 
sense that only its author could 
have revoked it, but such state- 
ments obfuscate an important 
point in Shia tradition. The 
essence of Shiism (not unlike 
Catholicism in this respect) is that 
the un ins tructed faithful need 
expert and divinely inspired guid- 
ance from a living authority. They 
may not take it upon themselves 
to act on the words of a dead one. 


thus been no thing to stop Kho- 
meini’s successors from i ss uin g 
new guidance to the faithful, 
explaining that changed circum- 
stances render his ruling no lon- 
ger applicable, at any time since 
his death in June 1989. The prob- 
lem is political not religious: the 

i successors have lacked the author- 
ity, or perhaps the desire, to do so. 

Grasping the nettle . 

Now they seem much, nearer to 
grasping the nettle. Last February 
Iran’s. ambassador in Denmark, in 
order to defuse a row about the- 
visit . of a senior Iranian official to 
‘■feat country, signed a* document, 
saying flat Iran had not sent and 
would not fynri anyone to kill Mr 
Ruflbrtte Mr Rushdie himself then 
went to France, where he has con- 
siderable public support, during 
the election campaign there. Presi- 
dential candidates found it politic 
to receive him, and Alain' Jnppd, 
then foreign minister, ended up 
persuading his EU colleagues to 
askfbe Iranian president to sign - 
an fi gnBpmgQt . in essence confirm- 
ing what the ambassador in Den- 
mark hM Mr Juppd has also 


insisted that France expects an 
answer during its EU presidency, 
Le. before the end erf this month. 

Iran has neither been promised 
any reward nor threatened with 
any sanctions. It is the US which 
for largely unrelated reasons has 
banned all trade with Iran and 
demanded that its allies do like- 
wise. The fact that EU members 
are firmly resisting this demand 
no doubt increases their leverage 
over Iran, rather as Margaret 
Thatcher at one tim«» gained influ- 
ence in South Africa by res i sti ng 
pressure from otter western gov- 
ernments to apply tougher sanc- 
tions an the apartheid regime. 

Formal reply 

So it is not altogether surprising 
that the Iranian foreign minister, 
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repeating the “ Danish " assurance 
in an interview with the BBC, 
while his officials say an Iranian 
delegation will visit Europe with a 
formal reply within the next two 
weeks. Perhaps even more signifi- 
cant was the recent statement of 
Iran’s top legal official. Ayatollah 
Mohammad Yazdi, that the fatwa 
against Mr Rushdie is “outside the 

legal system of Iran” and unen- 
forceable by Iranian courts. Mr 
Rushdie is hardly likely to place 
himself within the Jurisdiction of 
those courts. But the statement 
appears to negate the entire thrust 
of Iran’s Islamic revolution, which 
sought to abolish any distinction 
between religious and secular law. 

ff Iran’s answer is indeed posi- 
tive, the EU and Mr Rushdie 
should stiff proceed with caution. 
Iran’s behaviour, wiff have , to be 
carefully monitored to see that it 
conforms to the undertakings 
given; and an officially inspired 
Iranian attempt is not the only 
threat to Mr Rushdie’s life (though 
it' is the main one). But the fact 
that Iran is taMng the demarche 
seriously can already be chalked 
up as a modest, success for the 
ElTs foreign and security policy. 


Entertainment 
takes the rap 

Attacks on sex and violence in films and music pose 
difficult problems for media groups, says Tony Jackson 



outcry. Its latest release, Kids, 
depicts the sex lives of teenagers in 
Manhattan. It features a 17-year-old 
male who specialises in deflowering 
under-age virgins and turns out to 
be HIV-positive. 

Apart from the particular circum- 
stances at Miramax, some analysts 
put the controversy down to pres- 
sure on executives to perform. As 
one puts it, “I suppose the guys at 
the operating level think a given 
movie or record is going to be prof- 
itable, and that if they don’t put it 
out, they won’t get their bonus.” 

There is likely to be a reaction 
within the companies themselves. 
Mr Reidy of Smith Barney says: 
“One could logically assume that 
there is a behind-the-scenes effort to 
encourage less provocative material 
from the respective subsidiaries.” 

This may prove harder than it 
sounds. As one industry executive 
puts it, the entertainment business 
is not like making motor cars or 
sausages. There is no standard 
product, and there can be no central 
committee for quality control in 
such a creative environment. 


A gainst this, Disney and 
Time Warner manage to 
avoid producing 
hard-core pornography, 
despite the fact that this 
is perfectly legal in the US. But, the 
industry argues. X-rated pornogra- 
phy is fairly easy to define. With 
other kinds of material, the problem 
lies in setting the limits of the 
acceptable. 

There is considerable support for 
that view in the investment commu- 
nity. Even Disney’s hugely popular 
children's cartoon The lion King 
came in for controversy. “When it 
came out last year." says one ana- 
lyst, ‘it got criticised for being rac- 
ist in its depiction of hy enas , and by 
the religious right for suggesting 
animals have souls.” 

As another analyst says, “there 
are an awful lot of movies being 
made which church groups and the 
Pat Buchanans [the conservative 
columnist and Republican presiden- 
tial candidate] of this world will 
never like. The only thing they 
would accept would be travelogues 
or nature documentaries.” 

According to Ms Reif of Merrill 
Lynch, companies are right to resist 
criticism. “They can’t cave in on 
every issue to every pressure 
group." she says. “You can’t run a 
business that way." 

If Wall Street takes that view, an 
important source of political pres- 
sure is removed. As the analyst 
with a big fund manager points out. 
most Disney stock is held not by the 
Knights of Columbus or Mrs Dole, 
but by the big financial institutions. 

“Disney is the most child-friendly 
company there is”, he says. “If 
you’re going to attack Disney. I 
don’t know what you’re going to 
have in your portfolio." 


Pop culture question (clockwise from top left): Time Warner chairman Gerald Levin, Senator Robert Dole, 
Juliette Lewis and Woody Harrelson who feature in Natural Born Killers, and rap artist Snoop Doggy Dogg 


Warner executive gives a terse one- 
word answer “Carefully”. Or as Mr 
John Reidy, a media analyst at 
Smith Barney, the Wall Street 
stockbroker, puts it: “Ibis is a very 
sticky wicket. That’s what chief 
executives get paid a lot of money 
to figure out." 

Mr Gerald Levin, Time Warner’s 
chairman, is still figuring. Three 
years ago he defended rap music at 
a time when the company faced 
criticism for putting out Ice-T*s 
gangsta rap song Cop KiUer (the 
singer later switched to another 
recording company). 

Last month, at an occasionally 
stormy annual meeting, he seemed 
to modify his position slightly. The 
heads of Warner's music business, 
he said, would conduct an industry- 
wide review of standards and prac- 
tices. That review is still going on. 

How much Is really at stake com- 
mercially? Ms Jessica Reif of Merrill 
Lynch, the stockbrokers, says: “I 
don't s ense a groundswell of sup- 


port for Dole. Priest didn’t do well 
because it was a crappy movie. I 
don’t think people will refuse to go 
to Pocahontas [Disney’s latest car- 
toon feature] or to Disney theme 
parks because of it.” 

Mr John Reidy of Smith Barney 
agrees. If Disney or Time Warner 
were to drop contentious films and 
music entirely, be says, it would 
scarcely affect the stock price. 

Last year Warner Music put out 
L250 albums in the US. Of those, 
just 15 were rap albums carrying 
stickers warning parents of their 
explicit contents. A media analyst 
at one of the big US fund manag ers 
calculates that if the company were 
to drop all its more contentious rap 
recordings, it might lose about $20m 
a year in profit In the context of 
likely profits of $800m from Time 
Warner's music business alone, that 
is tiny. 

In the case of Disney, similar 
sums apply. Films such as Priest. 
the analyst says, account for less 


than 1 per cent of its total $12bn 
revenues. 

Nevertheless, some Wall Street 
observers express puzzlement about 
why the companies put out such 
material at alL “You really do won- 
der." says Mr Reidy. "why these 
producer types push the edges of 
decency." 

In the case of Disney and its sub- 
sidiary Miramax, this has given rise 
to a kind of conspiracy theory. 
Some observers think that Disney, 
which acquired the company in 
1993, is attempting to rein in Mira- 
max's executives who enjoy an 
independent position within the 
group. What if Miramax, in retalia- 
tion. is trying to goad Disney into 
getting rid of it? 

Although there is no real evi- 
dence to support this, Miramax does 
appear to be pushing against the 
bounds of acceptable taste. Mira- 
max originally wanted to release 
Priest on Good Friday, and was only 
dissuaded from doing so by public 


The former Soviet bloc is catching up on western advertising, says Virginia Marsh 


C artoon figures of Marx. 
Engels and Lenin bounce 
across the television 
screen, only these days 
they are grinning and the beards 
are gone. Their revolutionary mes- 
sage to Czech workers is no longer 
that they should unite - rather that 
they should shave and use a Philips 
razor while they are at it 
This award-winning commercial 
for Czech television is just one of 
the many advertisements unthink- 
able in eastern Europe six years 
ago. 

Other nominations for last year's 
Czech advertising awards included 
slick banking and insurance com- 
mercials, using scenic shots of 
Prague to emphasise national heri- 
tage; children taking time out from 
a music recital to gorge themselves 
on a new whipped pudding; and 
state-sponsored messages warning 
against drug-taking and unhealthy 
lifestyles. 

“The last 100 years of western 
advertising have been compressed 
into just four for us.” says Marek 
Sebestok, managing director of 
Mark/BBDO Prague. 

Mr Sebestak, whose agency is the 
largest in the Czech Republic in 
terms of income, says that there are 


Clarion call 
at Sandoz 

■ Clariant is not a new detergent 
hut the invented name for the 
company being formed from the 
chemical dyes, additives and 
pigments division of Sandoz, the 
Basle-based pharmaceuticals and 
chemicals group. 

Wherefore Clariant? The short 
answer is that Sandoz hired the 
samp consultants. Kegel & Gale, 
who recently invented Cordiant as 
the new nam e for the advertising 
agency Saatchi & SaatchL 

The longer answer is the usual 
difficulty of trying to find a name 
not already grabbed by someone 
else in the dozens of countries in ' 
which the group is active. That 
leaves only acronyms and socaffed 
‘fantasy’ names to choose from. 

But surely they could have found 
something more distinctly 
Individual? Meant to evoke 
thoughts of clarify and reliability, 
Clariant Is so dose to Cordiant that, 
if Observer were a Sandoz director, 
there would be a call for a reduction 
in Siegd & Gale's foes. And if that 
didn’t work, a suggested farther 
name change. This time for the 
consultants - to Corpulent 


No grunge, thanks 

■ At least one decision was made 
yesterday at the bankers' annual 
talking shop, the International 


Full of eastern promise 


now no fundamental differences 
between consumers in the former 
eastern bloc and those in western 
Europe. “There’s less buying power 
in this region but no difference 
from the communication and con- 
sumer point of view," he says. 

This may be so in the Czech 
Republic - arguably the country in 
the region which is most advanced 
in the transition to a market econ- 
omy. But there are still plenty of 
surprises for western companies 
trying to penetrate markets in other 
parts of the former Soviet bloc. 

For example, a soft drinks com- 
pany wanted to include Bulgaria in 
an international campaign promo- 
ting its product with health-minded 
young people - those who enjoy 
nature and an outdoor lifestyle 
rather than discos, casinos and dty 
nightlife. The company’s local 
advertising agent told it to think 
again: after four decades of dictator- 
ship, many young Bulgarians are 
ready for images of glitzy night- 
clubs and bars. 

In Romania, a leading soap pow- 
der maker went to the trouble of 


producing local language packaging 
labels, only to discover that boxes 
with instructions written in Roma- 
nian were the last to selL Consum- 
ers thought the product was local - 
and therefore shunned it 
Standards of many locally pro- 
duced goods were so low in the 
1980s that many Romanians pre- 

*We realised the 
global ad wouldn’t work 
as most Rom anians 
don’t know what 
bouillon is’ 

ferred foreign products, says Cris- 
tina Oanta, senior account execu- 
tive at Bates Centrade Saatchi and 
Saatchi in Bucharest. “There was a 
complete mistrust of local goods, 
although standards in Romania are 
now improving and Romanian prod- 
ucts are regaining ground as they 
sue usually cheaper and more 
affordable," she says. 

While countries in the region are 


moving to a market economy at dif- 
ferent paces, most advertising agen- 
cies say that east European con- 
sumers are receptive to 
commercials emphasising value far 
money and product durability. For 
example, a Hungarian-made com- 
mercial for Daewoo, the South Kor- 
ean carmaker, shows a man check- 
ing his wallet to see if he can afford 
the car. Agencies say such an 
advert would never work in western 
Europe where products must not be 
shown to be cheap. 

In the first days of the transition 
to a market economy, international 
agencies - which now dominate the 
region's advertising markets by up 
to 90 per cent in some countries - 
made the mistake of using global 
adverts depicting lavish life- 
styles, even when selling everyday 
goods aimed at low-income consum- 
ers. Food or coffee commercials set 
in large luxury kitchens proved 
alien and offensive to eastern Euro- 
peans. 

“Advertisements arrive here from 
other countries where living stan- 
dards are much higher,” say s Ray- 


mond Havasi of Euro RSCG Havasi 
in Budapest. “People feel these 
products are unattainable for 
them . . . they start hating the 
product" 

Advertisements for some products 
have also had to contain more 
explanation than in other parts of 
the world. Ms Oanta, for example, 
says she is developing a TV com- 
mercial for a company selling stock 
cubes In Romania, where few west- 
ern consumer goods were available 
prior to 1989. 

“We realised the company's 
global ad showing a happy family 
gathered around the dinne r table 
wouldn't work as most Romanians 
don’t know what bouillon is. Our 
commercial will explain how the 
product can be used." she says. 

The International Advertising 
Association says that many eastern 
European consumers took advertis- 
ing too literally in the first post- 
communist days, and were then dis- 
appointed when products failed to 
live up to expectations. But western 
agencies and advertisers planning 
campaigns in the region can now 
draw on an increasing stock of 
high-quality adverts made and suc- 
cessfully used in countries such as 
Hungary and the Czech republic. 


Observer 


Monetary Conference, in Seattle. 

Tom Labrecque, chairman of 
C hase Manhattan, was installed as 
president for the next year, 
meaning he will lead the next EMC 
meeting - in Sydney - next June. 

Labrecque, at Chase since 1964, 
and chairman since 1990, was 
Chase’s representative on the team 
which came up with the money to 
gain the release of US hostages 
from Iran in 1980. He is also 
currently a member of President 
Clinton's Export Council 

Lord Alexander, chairman of 
National Westminster Bank, 
becomes vice-president, which 
means - barring a revolution - he 
wQl succeed Labrecque next year. 
Alexander gained some kudos 
among bankers at last year's IMC in 
London for pulling off a reception at 
Buckingham Palace. 

This year’s entertainment was 
less spectacular, although bankers 
were charmed on Tuesday night at 
the Museum of Flight by the 
American jazz singer Diane Schuur. 

Not a sign of the “grunge” music 
for which Seattle Is better known 
these days. 


It’s in the blood 

■ Can there be a touch of financial 
me galomania in the blood of the 
French family Pebereau? first 
Georges P&bereau, head erf Marceau 
Investments, makes a foiled attempt 
to buy Soctete Gdnerale, one of 
France’s largest banks, in 1988, 
backed by the socialist 


administration of the time. 

Now Michel Pftbereau, his brother 
and head erf Banque Nationale de 
Paris, seems to be taking np where 
his sibling left off. with an apparent 
attempt this week to takeover Suez, 
France's fla gship industrial and 
financial holding company. He is 
believed to be particularly 
interested in Indosuez, Suez's 
banking arm. 

Judging by developments 
yesterday, it looks like be too, a 
former member of the elite ranks of 
the French civil service, may be 
snubbed. But - quel horreur - the 
white knight comes in the form of 
Francois Pinault, a rags-to-riches 
businessman with no such 
establishment background. 


Shrinking violets 

■ The hammer and sickle still 
figure - just about - on the party's 
banner, but Italy’s former 
communist party, now the 
innocuously titled Party of the 
Democratic Left, mil suffer the 
indignity of having to abandon its 
vast palazzo rosso an Rome’s via 
delle Botteghe Oscure, the party’s 
home since 1945. 

So tight are the PDL’s finances 
that at Christmas it will move into 
premises half the size - a mere 3,000 
square metres - on three floors 
under one of the three largest 
left-wing trades unions, the CGIL, 
on the street named after Italy’s 
most enlightened right-wing 
st a t e s m an, Camillo Cavour. 


Two more properties are also 
being sold: a villa called Le 
Frattochie, once used by fhe former 
party leader, Togliatti, as his 
summer retreat, and two floors in a 
handsome central 17th century 
building, home to the Gramsci 
Institute. 

All very sad for the ex-comrades, 
but as Antonio Gramsci said: 
“Pessimism of the intellect; 
optimism of the wilL” 


Boxed-in city 

■ Mayor Rudolph Giuliani’s 
campaig n to turn New York into a 
nicer, cleaner dty has turned its 
attention to the newspaper 
Industry. No, Giuliani is not trying 
to rein in the tabloids, but tidy up 
the newspaper vending boxes 
adorning virtually every Manhattan 
street comer. 

Newspaper proprietors are irked 
with the mayor's plan to limit the 
number of sites where fhe boxes 
can be placed and make newspapers 
pay for the right to use them. They 
in turn claim the proposal infringes 
their First Amendment right to free 
speech. 

Admittedly, the boxes are an 
eyesore. Many street comers are 
cluttered with up to half-a-dozen of 
them, sometimes taking up so much 
room that it’s difficult to cross the 
street 

But as the Financial Times is 
responsible for more than 100 of the 
things, perhaps we should keep 
quiet 


100 years ago 

Russian loan to fMna - 
For the benevolence shown by 
Russia towards China in 
p ro te st ing against the cession to 
Japan of the Liao-Tung 
peninsula, she hopes to get her 
reward. Russia has apparently 
secured the first instalment of 
the Chinese loan, and has ousted 
not only the German bankers, 

but also the English. Syndicates 
who were competing with each 
other to find tte indemnity 
money. Russia could not raise at 
homethe fifteen or sixteen 
million pounds required, so she 
has resorted to her friends in 
Paris, and by doing what few 
European powera could do - 
raismg money for extraneous 
. purposes upon her absolute and 
unconditional guarantee - wiff 
be able to make a nice little mm 
annually. 

50 years ago 

Rretion Woods approved 
New York: The House of 
Representatives overwhehningly 
approved iheBretton Woods ■ ■ 
pacts by a vote of 345 to 18. The 
legislation now goes to the ■ 
Senate, where opposition • 
suggests there trill be a fight. 
The opposition before- the House, 
; however, failed to produce much 
sympathy, and attempts to : 
amend. the legislation in any ■ ' 
Important respect foiled. 


» 
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Clinton uses first veto 
on $16.4bn budget cuts 


By Jurek Martin in Washington 


US President Bill Clinton 
yesterday exercised the first veto 
of his term in office, setting the 
stage for further confrontations 
with the Republican-controlled 
Congress. 

He vetoed a Sl6.4bn package of 
spending cuts from the current 
year's budget on the grounds 
that the bill reduced social pro- 
grammes, especially in educa- 
tion, while preserving question- 
able public works projects 
sponsored by individual members 
of Congress. 

Last month Mr Clinton pro- 
posed alternative spending cuts, 
leaving the overall amount 
unchanged, but they were 
rejected by Congress, prompting 
him to threaten a veto. 

Mr Clinton's first use of the 
presidential prerogative is of 
both symbolic and political 
importance. It is intended to dem- 
onstrate that he is not prepared 
to accept much of the radical leg- 
islation now under consideration 
in the legislature and it chal- 
lenges Republicans in Congress 
to override him. 


History suggests that vetoes, 
which can be reversed only by a 
two-thirds vote in both houses, 
are usually sustained, even when 
Congress and the White House 
are in different political hands. 

President Hairy Truman used 
the veto on 250 occasions in his 
two terms, a post-war record, and 
was overridden by the Republi- 
can Congress only 12 times. Pres- 
ident Ronald Reagan exercised it 
78 times and was reversed on 
only nine occasions, in spite of 
solid Democratic majorities in 
the House. 

The least successful modem 
president was Gerald Ford, who 
lost 12 times out of 66. President 
George Bush, facing a progres- 
sively more hostile Congress, was 
sustained in all but one of his 46 
vetoes. 

Presidents John Kennedy and 
Lyndon Johnson in their eight 
years in office never saw one of 
their 51 vetoes overridden. 

The relatively slim Republican 
majorities in the current Con- 
gress - 230 out of 435 in the 
House and 54 out of 100 senators 
- put the odds in Mr Clinton’s 
favour. Even Republican leaders- 


doubtthat yesterday's veto can be 
overridden. 

Congressman Newt Gingrich, 
the speaker, and Senator Robert 
Dole, the majority leader, yester- 
day issued an 11th hour appeal to 
the president not to use his first 
veto “to show that he is serious 
about cutting spending”. 

Mr Gingrich has also threat- 
ened to raise the stakes later in 
the year, to the point, if neces- 
sary, of shutting down the fed- 
eral government at the end of the 
fiscal year in September if budget 
bills have not been signed. 

Equally sharp confrontations 
can be expected on social legisla- 
tion such as welfare reform and 
over any attempt to repeal last 
year's ban on the sale of some 
types of assault weapons. 

But the capacity for coopera- 
tion still exists. Yesterday the 
Senate moved closer to approval 
of the anti-terrorism bill follow- 
ing significant concessions by 
both sides. Mr Clinton said he 
could support limits on the num- 
ber of appeals from death row 
convicts, while Mr Dole dropped 
objections to expanded federal 
wire-tapping authority. 


Trial call 


Con tinned from Page 1 


former prime minister. He has 
denied knowing anything about 
payments, which be said were 
extorted from managers of his 
Fininvest business. If Milan 
judges eventually decide that Mr 
Berlusconi and the fashion 
designers should be tried, the 
cases are likely to hinge on 
whether payments were extorted 
or involved collusion on the part 
of the business community. 

Many business people in Italy 
concede that the practice of pay- 
ing tax police was reasonably 
common before magistrates 
began to investigate Tangento- 
poli - “Bribesville" - three years 
ago. The indictment is a 
reminder of the changes at the 
heart of the Milan anti-corrup- 
tion pool since last September. 

The initial questioning of the 
designers was carried out by the 
pool's star, Mr Antonio Di Pietro, 
who has since resigned from the 
magistrature, and is fighting 
charges that he abused his public 
office while conducting anti-cor- 
ruption inquiries. . 


Bosnia rift 


Continued from Page 1 


throughout with no sharing of 
responsibility with the UN; 
robust rules of engagement; and 
no risking US lives to rescue 
stranded equipment. 

A UN delegation arrived yester- 
day at Pale, the Bosnian Serb 
stronghold, to negotiate over free 
passage for food convoys through 
Serb-held territory. This move, 
which followed pledges by UN 
commanders not to deal directly 
with the Bosnian Serbs, was 
expected to intensify scepticism 
in Washington about UN tactics. 


US shareholder 
activists to take 
campaign abroad 


Brussels 
gives Spain 
a week to 


justify 
Seat aid 


By Lionel Barber in Brussels 


By John Gapper in Seattle 


The California Public Employees' 
Retirement System (Calpers), one 
of the leading forces in share- 
holder activism in the US, is 
likely to start a corporate gover- 
nance campaign overseas later 
this year. 

Calpers has S80bn in assets 
under management, and has put 
pressure on the managements of 
a number of underperforming 
companies since 1984. It is likely 
to launch its effort in the UK, 
Germany or Japan. 

Mr James Burton, chief execu- 
tive, said yesterday at the Inter- 
national Monetary Conference, a 
bankers’ meeting in Seattle, that 
Calpers planned an overseas cam- 
paign starting in September or 
October. 

It would mirror US campaigns, 
by holding discussions with com- 
panies in which it owns equity 
and which have performed 
poorly, with a view to improving 
their management practices. 

A Calpers initiative in the UK 
or in Germany would mark an 
acceleration of the European 
trend towards shareholder activ- 
ism, which has led to more pres- 
sure on managements to improve 
their performance. 

Union Bank of Switzerland has 
been put under pressure by BE 
Vision, the fund management 
group. In the UK, 'Mr Maurice 
Saatchi resigned from the adver- 
tising group Saatchi & Saatchi 
after shareholder criti cism. 

Mr Burton said Calpers had 
targeted 35 US companies this 


year among what it calls its fail- 
ing 50. These are the poorest per- 
forming of the 1200 companies in 
which it owns large equity 
stakes. He said Calpers held 13 
per cent of its assets in overseas 
equity, and he expected to 
rise to 20 per cent It had held 
talks with European funds which 
wanted to adopt a more active 
approach. 

Calpers had published a “call 
to action" among some of the 
largest US companies urging 
them to follow General Motors in 
adopting guidelines on director 
remuneration and other issues of 
corporate governance. 

Mr Burton said Calpers 
believed its effort was “an 
attempt to buy back that feeling 
of ownership we lost when our 
individual shares in a business 
enterprise became so dispersed 
through the public markets". 

He said that Calpers was likely 
to start its effort in at least one of 
the three overseas markets in 
which it owned most equity. It 
would probably begin with a pub- 
lic declaration of its interest in 
the market 

Although Calpers has had talks 
with European funds, it was 
“looking at something a little 
more comprehensive". He said it 
would make its intentions known 
without naming specific under- 
performing companies. 

Mr Burton said Calpers might 
have to appoint a local represen- 
tative in the market it selected to 
carry out its programme, or 
employ a local research group to 
study targeted companies. 


The European Commission 
yesterday gave the Spanish gov- 
ernment a seven-day deadline to 
justify Pta46bn (5371m) of subsi- 
dies to Seat, Volkswagen's loss- 
making subsidiary, or face a 
full-scale investigation which 
could force repayment of the aid. 

Although the commission 
decided yesterday that the July 
1994 subsidies amounted to ille- 
gal state aid, the seven-day 
reprieve seemed designed to 
encourage the Spanish govern- 
ment to resubmit the package for 
possible approval by Brussels. 

Spanish officials are due to 
arrive for talks in Brussels 
tomorrow with Mr Karel van 
Miert, EU competition commis- 
sioner. Approval will depend on 
the Madrid government showing 
that the aid was part of a genuine 
restructuring package rather 
than operating subsidies to keep 
Seat afloat' 

The Seat case is politically sen- 
sitive because the company is 
based in Catalonia, where the 
nationalist party is propping up 
the minority socialist govern- 
ment in Madrid led by Mr Felipe 
Gonzalez. 

The payments have, though, 
provoked sharp reactions from 
other multinational motor groups 
which manufacture in Spain, 
including Fora and General 
Motors. Seat lost around Pta55bn 
in 1994, and PtalSlbn in 1993. 

Mr van Miert has been dealing 
with Spain for more than a year 
over the terms of the payments 
to Seat. 

The funding took the form of 
two bridging loans which Brus- 
sels views as advance payments 
for future state aid; a Pta3Sbn 
Spanish government subsidy, and 
Pta8bn aid from the Catalan 
regional authorities. 

The Spanish authorities, not 
wanting to admit that the com- 
pany was in trouble, have argued 
the payments were made to sup- 
port investment and development 
rather than job cuts. Volkswagen 
was, however, ready to describe 
it as a restructuring in line with 
EU rules, according to a senior 
commission official. 

A stand-off followed as commis- 
sion officials who travelled to 
Madrid were refused a copy of 
the original agreement between 
Volkswagen and the Spanish gov- 
ernment 

As the threat of a full-scale 
investigation has drawn closer, 
the Spanish authorities have 
become more cooperative. “We 
always like to settle these mat- 
ters out of court" said a Brussels 
official. 

The co m miss ion decision yes- 
terday means that Seat and the 
Spanish authorities have one 
week to prove that the aid was 
channelled into a restructuring 
plan, or a formal investigation 
will automatically go into force 
which could lead to partial or full 
repayment 


FT WEA 


Europe today 


A small, but strengthening low pressure 
system over the eastern North Sea will 
cause overcast skies and rain from 
southern Nonway, across Denmark and 
into the eastern UK. Later In the day, rain 
will reach the northern Benelux. Afternoon 
temperatures in these areas will be below 
seasonal levels, near 1 4C. West of this 
low. colder and drier air will spread over 
the UK resulting in broken cloud. The 
southern Benelux and Germany will have 
unsettled conditions leading to showers, 
occasionally with thunder. The leading 
edge of the colder air will reach central 
France, the northern Alps, eastern 
Germany and Poland causing rain or 
drizzle. Portugal and parts of Spain and 
the Balkans will have rain and thunder 
showers. 


Five-day forecast 

The vigorous low over the North Sea will 
hardly move during the next couple of 
days, but will slowly weaken. Spain, much 
of central Europe and Turkey will see little 
change. At the start of the weekend, a 
small disturbance will cause rain over 
much of the UK. 
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THE LEX COLUMN 


Cable ties the knot 


The great consolidation of the UK 
cable industry has begun. TeleWest' s 
planned takeover of SBC Cable- 
Comms, owned by SBC and Cox, will 
probably trigger a wave of other merg- 
ers. In a few years, the UK industry 
could shrink from around 20 middle- 
sized operators to a handful of big 
ones. 

The logic of consolidation is power- 
ful. Forming clusters of franchises, 
rather than having operations dotted 
around the country, provides engi- 
neering, maintenance and marketing 
efficiencies. Fixed costs, such as tele- 
phone switches, can be shared among 
larger numbers of customers. Big 
cable groups should also have greater 
bargaining power in securing rights to 
television programmes and films. This 
logic has already prompted a siring of 
multi-billion dollar deals in the US 
over the past two years. 

One reason for floating the UK cable 
industry is now apparent. TeleWest 
could not afford a cash bid. but it can 
offer paper. SEC and Cox, which have 
large capital requirements in the US, 
will be able to cash out later. Of the 
quoted cable companies, the most 
likely bid targets are International 
CableTel, Bell Cablemedia and Com- 
cast UK Cable. Nynex CahleComms, 
currently seeking a flotation, and Gen- 
eral Cable look more like buyers. 

Cable investors may worry that the 
prospect of SBC and Cox selling 
TeleWest equity, once an expected 
one-year lock-up period expires, could 
depress share prices. On the other 
hand, the market no longer has to fear 
the prospect of SBC CableComms 
seeking its own listing. And in the 
long run, a string of bids and the eco- 
nomic benefits of consolidation will be 
good for sector valuations. 
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claim it could pay £1.8bn for C&G and 
a further Elbnfor N&P from cash-flow. 
But there is little doubt the acquisi- 
tions would eat into the group’s tier 
one capital ratio, reducing jt.to-m 
little as a barely acceptable 5 per cent. 
Lloyds -would probably require a 
rights issue, something, the bank has 
not done to recent-memory. : 

That does not mean Abbey National 
will win N&P. Although they should 
not matter, Abbey National’s aggres- 
sive tactics have deariy upset -N&Fs 
managers. A merger with Nationwide 
or Alliance & Leicester is toe. most 
likely outcome. But the higher the 
price offered by Abbey National, the 
more difficult it will be for NAP's 
management to convince members of 
fho merits of a merger. 


its products are distributed to Asia. 
True, any appreciation of the dollar 
would fall quickly through to its prof- 
its. But any concomitant depredation 
of the Swiss franc would hit the value 
of overseas shareholdings. The stock 
may prove attractive primarily to 
domestic investors. 

Claimant's long-term growth pros- 
pects are also in doubt In early years, 
earnings will be driven by costcut 
ting. And prices should eventually 
improve, compensating for higher raw 
material costs. But to achieve 
long-term growth Clariant needs to 
invest in production in Asia where its 
textile and leather industry customers 
increasingly are based. Although Clar- 
iant should quickly reduce gearing, its 
balance sheet may prove inadequate 
to finance such investments. Book- 
building is always an exercise in bluff, 
but Sandoz’s advisers have not been 
dealt a particularly strong hand. 


Hambros 


Sandoz/CIariant 


The reasons why Sandoz is selling 
its Clariant chemicals business are 
strategically sound and the timing 
looks propitious. But that does not 
mean the price achieved for Sandoz's 
speciality chemicals subsidiary will be 
at the high end of expectations. Sand- 
oz's threats of selling to a trade buyer 
if institutions pitch too low look like 
bluster: if trade or financial purchas- 
ers existed they would have emerged 
by now. 

Potential investors will need to con- 
sider Clariant's significant exposure to 
currencies. Much of its costs are 
incurred in Swiss francs, the majority 
of its revenues are generated in dol- 
lars, and a substantial proportion of 


Lloyds Bank 

Lloyds Bank's putative bid for 
National & Provincial Building Society 
looks like a classic example of spoiling 
tactics. Its potential offer is believed to 
be no higher than Abbey National's 
bid of about £Llbn. But its strategy 
could well force up the price paid for 
N&P, if it is eventually sold rather 
than merged with another society and 
floated. This is because N&P's manag- 
ers need not recommend the highest 
offer to the society's members. 

The reason Lloyds’ bid does not look 
over-serious is only partly because its 
management’s attention will be taken 
up absorbing Cheltenham & 
Gloucester. The main obstacle is 
financial. Lloyds might privately 


Hambros' bundle of unconnected 
businesses never appealed to tidy 
minds. But the merchant banking 
group could shrug off the criticism 
that it lacked focus when profits were 
good. Now, with profits pl ummetin g. 
this is harder. The traditional benefit 
of diversification - that weakness in 
one division is offset by strength else- 
where - did not come to Hambros' 
rescue last year. Bond markets, the 
UK housing market and Joss-adjusting 
were all weak at tho mmn time. . 

Though some pick-up this year is 
likely, prospects are- not great. 
Hambros’ lending business, which 
increased bad debt provisions in a 
year when the main rlparfrj g hanfre 

cut theirs. Is struggling. Finding a 
competitive edge will be even harder 
following the Barings crisis which led 
many depositors to withdraw funds 
from merchant hanks Hambros h'»« 
also taken to hedging more of its bond 
portfolio, which is sensible given its 
small balance sheet; but it also .limits 
the potential upside. 

Hambros' share {nice has halved rel- 
ative to other merchant Hankc shm 
last year. Poor financial performance 
is one reason; the fact that it is not 
considered a takeover target, unlike 
S.G. Warburg and Kleinwort Benson, 
is another. No continental European 
commercial bank looking to build an 
investment bank would buy Hambros. 
But the group contains attractive nug- 
gets and . when ths unrealised surplus 
value of its investments is taken into 
account, it is trading at a big discount 
to net assets. It could be an ideal can- 
didate for a break-up bid. 


Additional Lex on Granada, Page 20 




(r 


This announcement appears as a matter of record only. 




ASTIEA 


ASTRA AB 

of Sweden 


has acquired 


The Loughborough Research and Development facilities 
as well as a number of product patents and rights 


from 


FISONS 


Fisons pic 


The undersigned acted as exclusive financial adviser to ASTRA . 


& Enskilda 




Enskildn is a division of Skandinaviska Enskilda Sunken. Regulated by the Securities and Futures Authority. 
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IN BRIEF 


GEC poised to 
for VSEL today 

GEC Is expected to renew its bid for VSEL, the 
Barrow-based submarine maker, this p?ny nfr ic its 
cash offer will be a significant advance on the £14 a 
share it offered for VSEL last December before it 
was referred to the Monopolies and Mergers Com- 
mission. It will also almost certainly leapfrog the 
British Aerospace offer of 33 BAe shares for every 
VSEL share, which last night was worth £17.85. 
VSEL shares closed at £18.40. 

M ic r os oft and Ericsson In phone link 

Microsoft, the world’s largest computer software 
company, and Ericsson, the Swedish telecommuni- 
cations group, have signed an agreement to develop 
products for integrating telephone systems and per- 
sonal computers. Page 16 

The fizz returns to Cott 

Cott, the Canadian soft drinks bottler, returned to 
profitability in the first quarter as solid gains in US 
and international business offset lower case sales in 
Canada. Page 17 

JAL keen to resume dividends 

Japan Airlines (JAL) is eager to resume dividend 
payments as soon as possible, said Mr Matsuo 
Toshimitsu, president The Japanese flag-carrier’s 
efforts to cut costs and boost sales were beginning 
to bear fruit be added. Page 18 

Developers odd to Manila’s financial area 

Metro Pacific, the Philippine arm of diversified 
Hong Kong-based First Pacific, is paying 39bn pesos 
(fL5bn) far prime property in Manila. The area is 
betag developed to complement Makati, the capi- 
tal's financfal.distiict Page 18 

Granada seeks extra TV channels 

Granada, the OK leisure and rental group, is devel- 
oping low-cost television channels to exploit the 
company’s production capacity. Page 20 

Sugar faO tails to sour Greencore 

Greencore, the Irish sugar, malting qnd mining 
group, lifted interim profits 13 per cent in spite of a 
3 pur cent tell in profits from sugar. Page 20 

Aifp lRg^ns Invests In US 

Ario Wiggins Appleton, the Anglo-French paper 
group, announced a £L70m investment in the US 
~ ! 20 


Uoyds may enter bufldOng society battle 

Lloyds Bank of the UK hnw expressed an interest in 
acquiring National & Provincial, the building soci- 
ety which ie considering bid proposals from several 
banks and rival building societies. Page 20 


China dips bite copper i 

fihtna wfif have raised more than 8200m of badly- 
needed foreign wphang* from this year’s sales of 
copper, from its ‘’strategic reserve”, reports the 
.BJodmsbhiy Minerals Econmnics consultancy 
or ganisatio n. Page 31 ; 
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TV cable groups in £690m merger 


By Christopher Price in London 

Telewest, the UK’s largest cable operator, 
is poised to merge its interests with those 
of SBC Cablecomms, jointly owned by 
Southwestern Bell and Cox Communica- 
tions of the US, in a deal worth about 
£690m ($l.ibn). A deal is expected today. 

The move would be the most important 
in the consolidation of the capital-inten- 
sive UK cable industry, which has shrunk 
from 52 operators in the mid-1980s, to 16. 

SBC. the fifth largest UK cable group, 
would take a stake in Telewest as part of 
the deal and would end up with 20-25 per 
cent of the enlarged share capital. 

In addition. Telewest would man - 
agement control of the new group and 
keep its listed name. 

Tele west which was floated in Novem- 
ber last year and Is majority-owned by US 


Telewest deal with SBC Cablecomms 
intensifies the industry’s consolidation 


groups TCI and US West, has a potential 
17.1 per cent share of the UK cable market, 
with a catchment area of 2£lm homes. 
SBC has a 7.6 per cent share reaching 
1.26m homes. 

About 17m homes in the UK are in areas 
which are under franchise to cable opera- 
tors. 

SBC has laid cable past 531,000 homes 
and connected 112,000 by March 30. The 
group’s main areas of interest are in the 
West Midlands and Merseyside. 

Telewest has laid cable past about 37 per 
cent of the homes in the 16 regions where 
it operates franchises. It passes 893,000 
homes and forecasts it will r each lm by 


the end of 1995. It is connected to about 
200,000 homes. 

Its main areas of operations are Newcas- 
tle. London and Birmingham. 

In its last results, for the first quarter of 
1995, the group reported sales up 78 per 
cent to £26. 4m from £14 An. with 42 per 
cent of its network built. Pre-tax losses 
stood at £17-8m, while capital expenditure 
stood at £62. 7m for the quarter. 

Any agreement would take the com- 
bined market share of the two groups to 
about 25 per cent of the UK cable market 
and is likely to anger other cable groups 
as well as British Telecommunications 
which has been barred by the government 


from carrying television on cable on 
monopoly grounds. 

One area of concern for the smaller 
cable companies will the dominance of a 
combined Telewest/SBC in negotiating for 
programming. Telewest and Nynex Cable- 
Comms, the US-owned cable group, 
recently announced a lucrative exclusive 
deal with BSkyB. the satellite broadcaster 
in which Pearson, owner of the Financial 
Times, has a stake. This will give the cable 
companies a 10-year cheap-rate contract to 
carry BSkyB 's channels. In return, they 
agreed not to compete with BSkyB’s pro- 
grammes. 

The value put on the deal could have an 
impact on the flotation of Nynex, the sec- 
ond biggest operator in the UK, which is 
due to float on Nasdaq and London and 
announce the pricing of its shares today. 
Lex, Page 14 
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European rivals may follow the Swiss group’s route 

Sandoz Chemfcais fa " 

Breakdown of Sandoz revenues 1994 restated pro forma’ 

3ursues a 
: foreign 
formula 

T here is an air of self-satis- 
faction at Sandoz. The 
Swiss pharmaceuticals 
company believes it has cleverly 
structured the flotation of its 
rihpmiraic business «nd attached 
itself to a US/UK model of doing 
business in chemicals phar- 
maceuticals. 

The Sandoz plan, which could 
flush out a cash offer for the 
chemicals business, is unprece- 
dented in conti n e n tal Europe. 

The company’s rivals, ranging 
from its ftasle neighbours Ciba 
and Roche, through the Germans 
Bayer and Hoechst, to Rhbne- 
Poulenc in France, are wedded to 
the idea of being diversified. 

Barb of these co mpanies makes 
and sells medicines. Between 
them, they also sell pesticides, 
food flavourings, perfumes, dye- 
stuffs, leather tanning mate rials . 

anti-crease textile treatments and 
construction materials. 

In the US and UK, their kind of 
strategy has all but been aban- 
doned in favour of a view that 
pharmaceuticals managers 
should have little to distract 
them. 

In 1990, Du Pont, the US chemi- 
cals company, put its drugs busi- 
ness into a joint venture with 
Merck, the US pharmaceuticals 
company. 

In 1993, ICI of the UK separated 
from Zeneca, its bioscience arm, 
while last year, Eastman Kodak 
of the US sold Sterling Health. 

This year Dow Chemical sold its 
stake in Marion Merrell Dow, a 
medicines businesses, to Hoechst 



C lari ant's results 

Total sates 

SFrfL3bn 

on pro-forma 
bests In 1994 

Operating income 

8Fr214m 


Net Income 

SFr 103m 


for $7.1bn. 

Sandoz is prepared to emulate 
the US/UK model in other 
respects. Dividends paid to share- 
holders, for example, are “rising 
towards international levels", 
says Mr Raymond Breu, Sandoz 
finance director. 

At Clariant, the name given to 
the company formed from the 
industrial chemicals division, 
about one third of earnings will 
be paid out as dividends. Sandoz 
pays about one quarter, while 
Swiss companies pay about 15 
per cent, says Mr Breu. 

In the London and New York 
stock mar kets, the comparable 
figure is 40-50 per cent, and for 
the UK pharmaceuticals and 
chemicals sector, more than 60 
per cent 

Dividend considerations are 
important to the flotation of Clar- 
iant Swiss shareholders may he 
accustomed to low yields, but 60 
per cent of the issue is ai m ed at 
non-Swiss shareholders. 

Mr Breu goes further, saying if 
the flotation works, the idea 
could be repeated with Sandoz’ s 
other son-core businesses, seeds, 
agrochemicals and construction. 

Although Mr Marc Moret. 
Sandoz chairman , is on record as 
planning these disposals, Sandoz 


Souctt Beaman BnUhm. S«ndaz 

says it has has no immediate 
intention of going ahead. Indeed 
it has been approached by poten- 
tial buyers who are told the divi- 
sions are not yet up for sale. 

Success with the Clariant flota- 
tion may tempt other companies 
in continental Europe to take the 
Sandoz route. 

Each company insists it is 
happy with its corporate struc- 
ture. But each has been taking 
steps to separate pharmaceuti- 
cals from other businesses. 

• Hoechst has put several chem- 
icals businesses at arm's length. 
There is a textile dye joint ven- 
ture with Bayer, it has became 
the junior partner in a viscose 
and acrylics venture with Court- 
aulds of the UK, and announced 
a co-operation deal with BP 
Chemicals of the UK in plastics. 

It Is combining its drugs activi- 
ties with those of Marion Merrell 
Dow and its French medicines 
subsidiary Roussel under a single 
management. 

• Rhdne-Poulenc last month 
transferred control of its newly- 
acquired French medicines sub- 
sidiary Cooper, and its Braz ili an 
medicines business to Rhone 
Poulenc Rorer, its main drugs 
subsidiary, based in the US. 

• CSba last year adopted inter- 
national accounting standards to 
become more transparent to the 
UK and US, sold its Indian tooth- 
paste business and bought or 
increased its stakes in three US 
healthcare businesses. 

• Bayer is in talks to buy a 
printing materials business from 
Hoechst and merge it with its 
Agfa-Gevaert imaging, graphic 
systems and consumer products 
business. 

Last year, it bought back the 
Bayer brand name for pharma- 
ceuticals in the US from Sterling 
Health for $lbn, and set up a 


global strategy in generic 
(unbranded) drugs. 

In spite of this activity, conti- 
nental Europe's companies are 
quick to point out the advantages 
of staying diversified. 

Mr Alex Krauer. Cfba's chief 
executive, says the two sides of 
the business smooth out fluctua- 
tions in their performance. 

Historically, the fast-growing 
drugs side provided capital for 
the chemicals businesses. How- 
ever, over the past year Ciba’s 
pharmaceuticals business has 
suffered as big-selling products 
lost patent protection. Ciba has 
some promising new drugs in its 
research and development pipe- 
line, but until sales take off it is 
the chemicals side that will be 
helping the drugs business. 

Until three months ago, Sandoz 
appeared to embrace the philoso- 
phy of diversity. And the appar- 
ent domination of the group by 
Mr Moret did not suggest that it 
would be the first to change its 
ways. But suddenly, there is no 
way back. Barring catastrophe, 
Sandoz win in a few weeks’ time 
be a much more focused pharma- 
ceuticals and nutrition group. 

Perhaps Mr Moret, who has 
stayed in the background during 
the preparation and launch of 
Clariant is finally preparing for 
a stylish departure. You do not 
have to look far below the chair- 
man’s office to find a whole new 
generation of executives. 

With Clariant safely launched 
and Sandoz’s balance sheet 
strengthened, Mr Moret could 
leave in a blaze of glory. 'The 
process to ensure continuity has 
begun,” be said in March. 
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Hambros forced to cut payout 


By Nicttolas Denton in London 
TTamh ww the TTK merchant hank, 

halved its dividend yesterday 
reflecting the troubled bond and 
housing markets, and an erosion 
of confidence in merchant banks 
after the collapse of Barings. 

Pre-tax profits tn the year aid' 
fog March 31 dropped 58 per cent 
to £37.lm (558-9m). their lowest 
level in 10 years. Estimated earn- 
ings per share of 4J£p left the 
full-year dividend uncovered 
even though it was reduced from 
15p to 75p- the shares fell 20p to 
190P- 

Lord Hambro, chairman, said 
the results were disappointing 
and warned trading since April 
had “not yet reversed the trend 
of the second half of last year”. 

It is the latest UK and US 


investment bank to post lower 
results following thin and vola- 
tile trading on financial markets 
in 1994. S.G. Warburg, the UK 
investment bank being taken 
over by Swiss Bank Corporation, 
last month reported a fell in prof- 
its to ££Um in 1994 from £297hl 
Hambros suffered from the 
flight to security which resulted 
in a 10 per emit foil in deposits at 
UK merchant banks between the 
and of February, when Barings 
collapsed, and the end of April 
Customer accounts at Hambros 
ended March at £2bn, 16 per cent 
down on a year earlier. Deposits 
by banks rose as Hambros turned 
to the interbank market for 
funds. The shift affected 
Hambros’ cost of funds and zts 
competitiveness in the lending 
market against the clearing 


banks deteriorated. That, and an 
increase in provisions for bad 
debts, has prompted Hambros to 
re-evaluate its banking business. 

Hambros said it was commited 
to lending related to its leading 
role in the UK government’s ini- 
tiative to stimulate private 
finance for public projects. 

Its positions were hedged 
agains t las t year’s fell in bond 
markets but the cost of premi- 
ums for this insurance had 
increased. Profits from dealing 
bonds and other products fell to 
£3L7m from £44.6hl 

The subdued state of the hous- 
ing market in the UK held back 
Hambros’ estate agency business, 
Hambro Countrywide. Losses at 
the estate agency widened to 
£6.4bn from £2L0m last year. 
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Ruling pushes 
BBA closer to 
Holvis victory 


By Tim Burtin London and 
Ian Rodger in Zurich 


BBA Group, the UK industrial 
and engineering company, yester- 
day claimed victory in Switzer- 
land’s first hostile takeover battle 
after its 5Fr443m ($3 79m) bid for 
Holvis, the Swiss paper distribu- 
tion and non-woven textiles 
group, was approved by the coun- 
try’s takeover commission. 

The ruling appeared to reject 
claims by International Paper, 
the US group mounting a rival 
bid. that Holvis had failed to 
secure the best deal for its share- 
holders. 

Expectations that BBA would 
complete its SFr500-a-share take- 
over were, however, thrown into 
confusion after IP won a court 
order preventing Holvis’s direc- 
tors from selling 67,000 unissued 
treasury shares to the UK com- 
pany. 

The US group, which has 
offered SFr435 a share for Holvis. 
was awarded a temporary injunc- 
tion by a judge in Basle, who 
referred the issue to a court hear- 
ing next week. 

An IP motion urging the judge 
to prevent Holvis from proceed- 
ing with a separate agreement to 
sell it non-woven textiles busi- 
ness to BBA for SFr250m was 
rejected. 

Under the so-called lock-out. 
BBA will acquire the textiles sub- 
sidiary even if a higher offer 
emerges for the entire group. 

IP, which has been pursuing 
Holvis for more than six months, 
has promised to increase its offer 
to SFr550 a share if Holvis back- 


tracked on the agreement 

BBA and Holvis dismissed the 
legal threat as a “side issue", 
which would only influence the 
takeover if the UK group foiled to 
win 51 per cent control of the 
company. 

“This injunction will not pres 
vent our offer for Holvis going 
through," said Mr Roberto 
Quarta. BBA chief executive. 

His view was echoed by Mr 
Christofe Zumstein, a senior 
member of the Holvis manage- 
ment board, who said: "The take- 
over commission has cleared the 
BBA offer and IP has not won 
any injunction against the non- 
woven textiles deaL" 

International Paper has refused 
to accept defeat 

The group, which has already 
acquired 25 per cent of Holvis 
from Mercury Asset Manage- 
ment, has requisitioned an 
extraordinary meeting to con- 
sider the BBA offer. 

“Investors would then decide 
whether the actions of the board 
were in the interest of all share- 
holders." said Mr Mian Turk, a 
senior vice president at IP. 

If the deal is approved, the 
takeover would make BBA one of 
the world's largest non-woven 
textile manufacturers. 

It entered the bidding for Hol- 
vis only after the withdrawal last 
month of InteiTech. the US fab- 
rics group. 

The company, which had prom- 
ised to offer more than SFrSOO 
per share, abandoned its bid after 
IP announced that it had signed 
an exclusive deal to sell Holvis’s 
distribution arm to Arjo Wiggins 
Appleton, the UK paper group. 


Suez talks 
to Pinault 
as hostile 
bid looms 

By Andrew Jack In Paris 

Suez, the flagship French 
industrial and financial holding 
company, confirmed that it was 
in discussions with Pinault Prin- 
temps Redoute, the retailing 
group, which could lead to a 
wide-ranging restructuring. 

Agreement between the groups 
could allow Pinault to emerge as 
a “white knight" to thwart a 
possible takeover of Suez by 
Banque Nationale de Paris and 
Union des Assurances de Paris, 
two of its existing shareholders, 
which has been mooted this 
week. 

Mr Francois Pinault, chairman 
of Pinault - which owns busi- 
nesses including La Red ante, the 
country’s largest mail order com- 
pany, and Fnac, the books and 
records retailer - said he had 
been in contact with Mr Gdrard 
Worms, chairman of Suez. 

Suez also confirmed that there 
had been “preliminary contact” 
between the chairmen, but 
stressed that there were no for- 
mal negotiations. A statement 
could come at next Wednesday's 
annual general meeting. 

The idea of Suez acquiring a 
stake in Pinault appears to be in 
line with a plan outlined 
recently by Mr Worms of devel- 
oping a fourth arm to his hold- 
ing company in the service sec- 
tor. 

The companies* comments 
came after reports in the French 
press yesterday suggested that 
Suez would acquire the 40 per 
cent holding of Pinault owned by 
Artemis, in turn controlled by 
the Pinault family, and then 
make a bid for the remaining 
Pinault shares. 

It could pay for the acquisition 
through an issue of new Suez 
shares, which would dilute the 
holdings of BNP and UAP and so 
reduce the threat posed by the 
two groups. 

Such a move would require 
approval by existing sharehold- 
ers, who appear split over the 
group's future. 

Suez and Pinault denied the 
existence of a specific acquisi- 
tion plan. 

There have been reports that 
BNP and UAP had held discus- 
sions with Suez about a three- 
way merger to create a large 
financial conglomerate, which 
might lead to toe break-up of the 
existing holding company. 

The three companies denied 
the details of a merger, but BNP 
and UAP said they had consid- 
ered closer co-operation with 
Suez. 
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Which company attracts 
fewer customer complaints than any similar 
one in England and Wales? 


For toe full picture, see Company Results on Friday 
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Outokumpu surges in first term 


By Hugh Camegy 
In Stockholm 


Outokumpu, the Finnish 
mining and metals group, 
reported pre-tax profits more 
than doubled in the first four 
months of the year to FM789m 
(9l£1.73m) from FM304m in the 
same period last year, mainly 
because of rising prices for 
metals in world markets. 

The group said demand for 
metals exceeded supply in 
early 1995 because of improv- 
ing economic growth and an 
associated rise in industrial 


investment. But its perfor- 
mance was held by back high 
capacity utilisation, and it 
warned of a threat to profit- 
ability from the recent relative 
strength of the markka. 

Group sales rose 5.4 per cent 
to FM5.8bn from FM5-5bn. The 
Increase was greater when the 
effects of divested operations 
were taken into account - 
reaching 15 per cent. Bat most 
of this was ascribed to higher 
product price levels as volume 
growth was squeezed by capac- 
ity limitations. 

Operating profits jumped to 


FM762m from FM321m_ 

Outokumpu said it expected 
market conditions to rem ain 
good throughout 1995. But it 
warned that capacity ceilings 
would limit the group's ability 
to capitalise on high demand 
until the benefits of an 
FM3.5bn investment pro- 
gramme came on stream. 

It also said the recent weak- 
ening of the US dollar and 
other European competitor 
currencies against the markka 
posed a threat to profitability. 
It said a large portion of the 
price increases - in dollar 


terms - in the early part of the 
year had been eroded by the 
relative strength of the 
markka, with the price for zinc 
fallin g below 1994 levels in 
markka terms. 

As a result, the base metals 
division slipped to an operat- 
ing loss of FM56m from a profit 
last time of FM13m, on sales 
barely changed at FM1.24bn. 
Operating profits in the stain- 
less steel division rose most 
steeply, to FM638m from 
FM247m, while profits in the 
copper products division grew 
to FMl58m from FM79m. 


Banca di 
Roma plans 
to reshape 
BNA unit 


Outsider sees door opening 
to France’s bl * • " 


By Andrew Hill in Milan 


El Corte 
Ingles buys 
Galerias 


Microsoft and Ericsson to 
develop phone-PC products 


By Tom Bums 
in Madrid 


By Hugh Camegy 


El Corte Ingtes yesterday 
consolidated its hold on 
Spain's retailing sector when, 
for Pta30bn <S246mi. ir added 
tbe 30 department stores of the 
troubled Galerias Preciados 
chain to its own 32 large out- 
lets in the country. 

The acquisition was 
announced by the trade minis- 
ter, Mr Javier Gomez Navarro, 
who had invited bids for Galer- 
ias after the retail chain 
applied for protection from its 
creditors at the end of last 
year. 

Mr Gomez Navarro said El 
Corte Ingles had made “the 
best offer from every point of 
view". 

El Corte Ingles said it 
planned to maintain all tbe 
Galerias stores, which would 
revamped with the Corte 
Ingles logo. It would also 
invest Pta50bn to build up the 
stores business and re-examine 
all Galerias' contracts with 
suppliers. 

Galerias has had six different 
owners since the mid-1970s and 
over the past six years has 
posted accumulated losses of 1 
Pta39bn. 

Its sales in the year ending 
last February were Pta52.7m, a 
33 per cent fall from the previ- 
ous year. 

El Corte Ingles said it would 
rehire 5.200 of Galenas’ 7.300 
staff and create a further 700 
jobs later. 

The purchase of Galerias 
gives El Corte Ingles outlets in 
13 more towns. 


Microsoft, the world's largest 
computer software company, 
and Ericsson, the Swedish tele- 
communications group, have 
signed an agreement aimed at 
developing products for integ- 
rating telephone systems and 
personal computers. 

The two companies said yes- 
terday that Microsoft would 
supply its new Windows NT 
operating system to Ericsson, 
which will seek to develop the 
software within its telephone 
exchange systems to link 
computers with telephone 
services. 

No details were given for the 
value of the agreement or the 
volume of orders Microsoft will 


supply to Ericsson. The Swed- 
ish company stressed that no 
new products bad yet been 
developed. 

But Microsoft said the agree- 
ment was the first of its kind 
between the company and a 
telecommunications group. It 
clearly hopes tbe agreement 
will prove an important break- 
through for its Windows NT 
systems. 

Mr Bo Dimert, head of Erics- 
son Business Networks, said: 
“For us the co-operation means 
that we can reach the market 
more quickly with new and 
modern solutions. The future 
office telephone will be 
integrated with the personal 
computer. 

“Users will communicate 


with the exchange through the 
personal computer in a num- 
ber of ways." 

Microsoft said integration of 
telephones and personal 
computers was poor in spite of 
the fact that telephone instru- 
ments and PCs stood beside 
each other on almost 200m 
office desks around the world. 

Mr Dimert said the areas to 
be covered included using the 
personal computer as an alter- 
native to the telephone, using 
it as a picture-phone, the han- 
dling of voice and text mes- 
sages. and the han dlin g of 
ini-rani ng calls. 

“Through our co-operation 
with Microsoft we will create 
freedom of choice for the user," 
he said. 


Brazil contract for Lyonnaise 


Lyonnaise des Eaux, the 
French water treatment and 
engineering group, has won 
the first contract in Brazil that 
allows private companies to 
manage water services. AP-DJ 
reports from Paris. 

Lyonnaise said it signed a 
contract to manage the water 
system for Limeira, a city of 
250.000 people in tbe state of 
Sao Paulo. 

The 30-year contract calls for 
the company to invest 
FFroOOm ($100m) and aims to 
bring in annual revenue of 
FFrlOOm. the company said. 
Drinkable water production 
will increase 25 per cent 
during the first year of 
the contract, and 95 per 


cent of the city’s population 
will have clean water within 
five years. 

Lyonnaise added that it 
intended to increase its pres- 
ence in Brazil, where infra- 
structural and environmental 
improvements are badly 
needed. 

• Gen6rale Bank and Com- 
merzbank Belgium have 
signed a FFr500m finance 
agreement with tbe Banco Do 
Brasil, Renter reports from 
Brussels. 

Hie agreement aims to help 
potential Brazilian buyers of 
exported Belgian goods and 
services by providing them 
with the means to finance up 
to 85 per cent of the price of 


the contracts. Generate Bank 
said. 

Generate Bank added that 
the finance would be provided 
with the support of Belgium's 
insurance credit organisation, 
the Office National da 
Ducroire. 

The state-controlled Banco 
Do Brasil is the biggest 
bank in Brazil with a network 
of more than 5.000 branches 
across the country as well as a 
branch in Brussels, Generate 
Bank said. 

The agreement was signed 
during a Belgian economic 
mission to Brazil ted by Mr 
Robert Urbain. minister for for- 
eign tTade and European 
affairs. Generate Bank added. 


Banca di Roma, one of Italy’s 
biggest financial institutions, 
plans to carry out full-scale 
restru cturing of Banca Nazion- 
ale dell'Agricoltura (BNA), the 
loss-making bank of which it 
will soon have effective 
control. 

The Rome bank yesterday 
announced details of its for- 
I mal bid for the remaining 
shares in Bonifiche Siele, the 
quoted company- which owns a 
43 per cent stake in BNA. 

In tbe prospectus published 
in Italian newspapers, Banca 
di Roma said that a wide-rang- 
ing programme of restructur- 
ing and rationalisation would 
return BNA - which lost about 
L633bn (S387m) in 1994 - to 
break-even “in the space of a 

few years". 

Banca di Roma said it aimed 
to realise economies of scale 
and make the most of SNA's 
strong position as tbe refer- 
ence bank for Italy’s agro- 
industry sector. Together. 
Banca di Roma and BNA will 
have the biggest directly 
owned branch network in 
Italy, inclnding about one- 
third of all hank branches in, 
the Lazio region around Rome. 

In April Banca di Roma com- 
pleted the aniuisitiou of 53 per 
cent of Bonifiche Siele’s ordi- 
nary shares, and 37 per cent of 
the savings shares. 

It is dow offering the same 
price - L36.000 per ordinary 1 
share and L7.500 per savings 
share - for the outstanding 
shares. The bid will run from 
June 14 to July 25 and values 
Bonifiche Siele at just over 
Ll t 000bn. 

The offer had the blessing of 
the Bank of Italy, which Had 
been discreetly looking for a 
buyer for BNA, but attracted 
criticism from minority BNA 
shareholders who said Banca 
di Roma should have mounted 
a fuR offer for the bank, not 
just for Bonifiche Siele. More 
than 30 per cent of Banca di 
Roma is still controlled 
directly or indirectly by IR1, 
the Italian state holding com- 
pany. 

Bonifiche Siele could eventu- 
ally be merged into Banca di 
Roma, the bank said in the 
offer prospectus. 


Suez alliance could also 
help to cut Pinault’s 
debt, says Andrew Jack 


J|( 0p eI 
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A ny alliance between Suez and Pinault 
Printemps Sedoute would mark one of 
the most remarkable links between the 
nirimatg mstriar apd the extreme outsider of the 
French establishment. 

Suez is one of the country's flagship institu- 
tions with historical roots in its construction of 
the Suez canal; Mr Francois Pinault has taken 
the East-track to rise from a humble background 
to become one of France's richest men and to 
lead of one of its largest and fastest-growing 
quoted companies. 

In a highly atypical career for the head of a 
large French company, Mr Pinault. 58, has none 
of the no rmal establishment trappings that 
characterise senior business executives. He did 
not work in the country's civil service, attend 
its elite training college, or even start any form 
of higher education. 

He was born the son of a forester in a Brittany 
village near Saint Mate in 1936. and left school 
at 16 to work far his father before starting his 
own company, Pinault, in 1963. with a loan of 
FFr100,000. 

Through, a succession of acquisitions and 
sales, he built up the basis of today's Pinault 
Printemps Redoote, a retail group which 
includes La Redoute. France’s largest mail order 
company, Printemps and Prisunic, the shopping 
chains and Fnar the books and records High 
street outlets. 

In its 1994 results, the group reported profits 
doubled to FF?L2bn ($241m) on a turnover of 
FFrTQ.Sbn. But that growth did not come with- 
out a price. Group borrowings stood at 
FFrl2.06bn. Tie came from nowhere and man- 
aged to collect assets . . . along with lots of 
debts," one analyst said yesterday. 

Within the last two years, Mr Pinault appears 
nevertheless to have developed satisfactory rela- 
tions with his bankers and secured the future of 
the group with continued purchases. But a 
merger with Suez could provide access to con- 
siderable additional cash to help reduce his debt 
burden. 

Mr Pinault 1 s background and his image have 
always given him the reputation as an outsider. 
That has begun to change, most notably with 
the election as president of France Last month of 
Mr Jacques Chirac, who is said to be a close 
friend. Proof came on election night, when Mrs 



Francois Pinanlt: deal could give i 


to cash 


Bemardette Chirac, France’s new first lady,- was 
dropped off at Mr Pinault’s Paris house for 
dinner. ‘ 

Nevertheless, a connection with Suez would 
also give Him the chance - just as important as 
any fin an rial benefit - to become ter more an 
insider of the business world, with links both to 
the group and to its blue-chip shareholders such 
as Banque Nationale de Paris, Elf Aquitaine, 
Unions des Assurances de Paris and Lyonnaise 
des Eaux. 


{insurer s 


T oday Mr Pinault is estimated to be worth 
about FFrl3hn, largely as the result of 
his personal shareholdings in his compa- 
nies. While obtaining precise details is difficult , 
the Pinault family - through a company called 
Financtere Pinault - controls the largest stake 
in Pinault Printemps. 

Financiere Pinanlt owns three-quarters of 
Artemis, the remainder of which is controlled 
by Altus, the high-risk arm of Credit Lyonnais 
which is now being sold off as part of a rescue 
package for the hank agreed with the state. 

Artemis owns 40.22 per cent of Pinanlt Prin- 
temps Redoute, but controls 52 per cent of the 
voting rights over the company. It is this 
vehicle which Suez could use to take eventual 
control of the retailer. 

Artemis also controls Chateau Latour, the 
renowned French vineyards, as well as a port- 
folio of investments in the US largely in junk 
bonds with an estimated value of FFr&obn. - 


ffi buys par 


French bourse opens CMB probe 


By John Ridding In Paris 


The Commission des 
Operations de Bourse, the 
French stock market watch- 
dog said yesterday that it had 
opened an investigation into 
trading in shares of 
CamaudMetalbox. the Anglo- 


French packaging group to be 
bought by Crown Cork & Seal 
of the US. 

COB officials declined to give 
details of the inquiry, but it is 
expected to focus on abnormal 
trading volumes and move- 
ments in CMB’s share price 
before last month’s US$5-2bn 


merger deal. The merger, 
expected to be made final this 
year, will create the world's 
largest packaging company 
with annual sales of about 
USSlObn. 

Officials indicated that the 
probe was more likely to take 
months rather than weeks. 


This urmoifKemwTt appears as a matter of record only. 


GT INVESTMENT FUND 
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NEW ISSUE June 7. 1995 


Societe dTavestissement it. Capital Variable 


R.C. Luxembourg B-7443 


ABNAMR0 


Jgj; FannieMae 


Notice is hereby given 10 the shareholders, that the 

ANNUAL GENERAL MEETING 


ABN AMRO Bank N.V., Chicago Branch 

US$ 1 ,000,000,000 

7V4% Subordinated Notes 1 995 

Due May 31, 2005 


s 400,000,000 
6.35% Debentures 


of shareholders of GT INVESTMENT FUND will be held at the offices 


of Banque Internationale 3 Luxembourg. Soci&t- Anonvme, 69. mute 
d'Esch. L-1470 Luxembourg, on Friday, June 16. 1995 at 10.00 am with 
the foliowing agenda; 


Dated June 12. 1995 Due June 10. 2005 

Interest payable on December 10. 1995 and semiannually thereafter. 

Series SM-2005-C Cusip No. 31359C BN4 

Non-Callable 


I. To hear and accepttbc Reports of: 

a. The Director 

b. The Auditor 


2 To approve the Rqxirt of the Director* for the year ended 31 December. 
1994 including the Statement of Net Assets as at 31 December. 1994 and 


Statement of 


for the year ended December 31. 1994. 


Price 100% 


3. To discharge the Board of Directors and die Auditor with r 
performance of duties for the period ended December 31.1 


ABN AMRO Haare Govetl 


Goldman, Sachs & Co. 


ABN AMRO Securities (USA) Inc. 


J.P. Morgan Securities Ltd. 


Morgan Stanley & Co. 
memoflorcaJ 


Paribas Capital Markets 
GS First Boston 
Deutsche Barit AG London 
IBJ International pic 
Merrill Lynch & Co 
Salomon Brothers Inc 
UBS Securities Inc. 


Barclays de Zoete Wedd Limited 
Daiwa Europe Limited 
HSBC Markets Limited 
Lehman Brothers 
Nomura International 
Swiss Bank Corporation 


The debentures are the obligations ot the Federal National Mortgage 
Association, a corporation organized and existing under the laws of the United 
Slates, and are issued under the authority contained in Section 304(b) of the 
Federal National Mortgage Association Charter Act (12 U.S.C. 1716 et seq.). 


The debentures, together with any interest thereon, are not guaranteed by the 
United States and do not constitute a debt or obligation of the United States or 
of any agency or Instrumentality thereof other than Fannie Mae. 


The 'Offering is made by the Federal National Mortgage Association through its 


Group of recognized dealers in securities 


4. To cled the Directors to serve until the nest Annual General Meeting of 
Sbaietokfctx. 


5. To elect as Auditor to serve until the next Annual General Meeting of 
Shareholders: Coopers & Lytxand S C. 


Debentures will be available in Book-Entry form only. 
There will be no definitive securities offered. 


Linda K. Knight 


Senior Vice President 
and Treasurer 


3800 Wisconsin Avarua. N.W., Washl 



6. To dedarr a dividend in respect of the year ended 31 December, J9V4. 

7. To approve the payment of directors’ fees. 

8. Any other business. 

9 Adjournment. 


The shareholders are advised that no quotum is required for the items cc 
the ag enda of the Annual Groeral Meeting and that decisions will be taken 
ot a simple majority of the shares present or represented at the meeting. 


In order to take part at the 
shares wiD have to deposit 
with one of ihc following 1 
on deposit: 


pan at the meeting of June 16. 1995. the owners of bearer 
to deposit their snares fire dear days before the m geriiy 
following banks who ore autorirized to receive the stores 


May 31. 1995 


- Bavwische VereinsbonJc AG. Karefiml-Faulhaber-StraBe I. 

D-SQ333 MQncben 

- Crfidit Industrie! « CommcreiaL 66. roe dc la Vkaoire, F-75009 Paris 

- Banaue Internationale b Luxembourg. 69. route d*ESch, 

LJ470 LUXEMBOURG 


THE BOARD OF DIRECTORS 


U.S. $125,000,000 



BANQUE NATIONALE 




G3E4T LACE} FS»E24L MMIN0 


City of Uppsala 


Collateralized Floating Rate Notes 
Series A due December 1997 


uss 110,000,000 

Floating rate notes 1998 


In accordance wittt the provisions of the Notes, notice is hereby 
given that for the throe months Interest Period from June 8, 
1995 to September 8. 1995 the Notes win carry an Interest Rate of 
5.3125A> pet annum. The Interest payable on the relevant payme n t 
date. September 8. 1995 wOl be U S. Si .613.19 per U.S. SI 00. 000 
principal amount of Notes. 


The notes wilt bear interest at 
6% per annum from 8 June 1995 
to 8 December 1995 interest 
payable on 8 June 1995 will 
amount to USS305. 00 per 
USS 10,000 note. 


By: The Chase Manhattan Bank, N. A. 
London, Agent Bank 


Agent: Morgan Guaranty 
Trust Company 


Programme far the Issuance of 
Debt InstiBiaents 

uso 13 .oeo.oon 

Boating Rale Holes dot 2002 
Series 23 Traactml 

teHce te hereby given that the rale ol 
imams! for (he period from June eih. 
tTOS 10 November 30ch. 1395 has been 
(bred at 5.B12S per cam. per annum. The 
coupon amount due lor rhs pared is 
USD 2JJ25.52 peroenomi nation at USD 
100.000 and is payable on the (merest 
payment dale November 30th, 1995 

m Th* fiscal *yss 

Basque Nationale de Parts 
(Uxeeilmoig) S -A. 


CHASE 


JP Morgan 


June 8. 1935 



Kingdom of Norway 
U.S. $200,000,000 

Flooring Rate Notes due 
December 2002 
For ill.; tnlcre-r Feri.nl Tlh 
June. lOOj r„ 7th December. 
l g 05 lire Nolc^ will carry a 
Fur* liiicie.r .if S 5 a. rvr 
annum with Cmpon Atn>aini> 

■-’I U.S St 39.?0 f*rU.S 55.1X0 
arid U S. S2.705.S1 per U > 
SlO? AY 1 Tlie reiee.uu Iflurct 
Vnvmenr Date «,)1 be Tth 
December, 1995. 


NIPPON CHEMI-CON 
CORPORATION 

U.S. $80,000,000 

Guaranteed Floating Rate 
Notes due 1996 
(Coupon No. 9) 

In accordance with the conditions of the Notes, notice 
is hereby given that for the six-month period from 
8th June 1995 to 8th December 1995 (183 days) the Notes 
will carry an interest rate of 6.1625% p.a. Relevant 
interest payments will be as follows: 

Notes of ILS. $10,000 
U.S. $313.26 per coupon. (No. 9) 

THE SANWA BANK, LIMITED 
Agent Bank 


NATIONAL 


Abbey National 
Treasury Services pic 


1 — — . 

'El 


WM 


US$1,000,000,000 
Guaranteed Floating Rate 
Notes 1999 


Notice is hereby given that 
the notes will bear interest at 
5.875% per annum from 
8 June 1995 to 8 September 1995. 
Interest payable on 8 September 
1995 will amount to USSI5.0I 
per USS LOOQ note. USS150J4 
per USStO. OOO note and 
USS1. 501. 39 per 
USS 100. 000 note. 


Irish Permanent 
Treasury pic 
5100,000,000 . 
Guaranteed floating rate 
notes 1997 


The notes will bear interest at 
6.6625% per annum for the 
interest penod 6 June 199510 
6 September 1995. Interest 
payable on 6 September 1995 
will beSJ67 93 per 510,000 note 
and SJj679J32 per SJOO.OOO note. 
Agent: Morgan Guaranty 
TVust Company 




Agent: Morgan Guaranty 
Trust Company 


JPMorgan 


JPMorgan 
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Cott opens year with 
return to profitability 


By Robert Gibbons 
tattortreal. 

Cott 1 the Canadian private - 
label soft drinks bottler, 
returned,, to prefltabilitym the 
Ilret- quarter of fiscal 1996. as 
solid gains in US and Interna- 
tionai business offset lower 
- re^ftftlnc .fry, fumade 

: Net profit for the three 
months ended April 29 was 
C$9£m (US$7.im), or 16 cents a 
share, - under .Canadian 
accounting rales, up 2 per cent 
from C$9.6m. a year earlier. 
Revenues rose 29 per cent to 
C$287m from Cg223m, due to 
higher case sales (up 18 per 
cent to 50.4m) and higher sett- 
ing prices. . 

. The gains were achieved in 
spite of weak markets in North 


America, and retail inventory 
building in advance of Febru- 
ary price increases in response 
to soaring packaging costs. 

For the fourth quarter of fis- 
cal 1995 (ended January 28), 
Cott posted a loss of C$607,000, 
or 1 cent a share, against a 
profit, of CS9.lm, or 15 cents, a 
year earlier on sales of C$277m 
against CSlGSm. For 19S5 as a 
whole, profit was CS3L8m. or 
58 cents, against C$35.4m, or 62 
cents, on sales of C$1. lbn 
against C$6S5m. 

In the Latest quarter, growth 
margins recovered to 16.2 per 
cent with the February price 
increases. Selling expenses 
rose slightly to fL3 per cent of 
sales, but will decline through 
the year as Cott has installed 
cost improvement pro- 


grammes. Interest and amorti- 
sation rose, due to growth of 
the business and higher term 
debt 

Cott recently acquired 49 per 
cent of Benjamin Shaw (Ponte- 
fract) from Rutland Trust for 
C$9.4m cash. 

It is also raising US$100m 
with a 10-year note issue. The 
proceeds will go mostly for 
debt reduction. At January 28, 
bank debt was C$24m and term 
debt C$i06m. 

Cott stack eased to C$1SJ2S 
after the first-quarter results 
were released, compared with a 
52-week high is C$31.25. The 
company is facing fierce com- 
petition in North America as 
rivals attempt to regain market 
share lost to Cott over the past 
five years. 


US insurer sells mortgage unit 


By Richard Waters 

Metropolitan Life, . the US 
insurance group, yesterday 
announced the first part of its 
withdrawal from the residen- 
tial sales and mortgage busi- 
nesses with an agreement to 
sell Century 21, which has 
6.000 sales offices around the 
world. 

The insurer said it had also 
had talks about selling its 
mortgage business, Metmor 
Financial; though no agree- 
ment had yet been reached. 

Lake its bigger rival. Pruden- 
tial Insurance, New York-based 


Met Life moved into the resi- 
dential lending and sales busi- 
nesses in the mid-1980s as a 
part of a plan to become a 
broadly diversified financial 
services group. Faced with 
poor results and fierce compe- 
tition from specialist, low-cost 
mortgage lenders, as well as a 
failure to cross-sell insurance 
and other products to home- 
buyers, both companies have 
since signalled a withdrawal 
Century 21 is a franchise 
operation with offices located 
mainly in North America, 
though its overseas network 
extends to Japan, Hong Kong. 


France. Belgium and the UK 
The business, which had reve- 
nues last year of $130m, is to 
be bought by Hospitality Fran- 
chise Systems, the world’s larg- 
est hotel franchise company. 
Hospitality has the rights to 
such well-known US names as 
Days inn, Howard Johnson and 
Ramada inn 

Hospitality is to pay Met Life 
$200m. with a further $30m 
dependent on the level of home 
sales in the next two years. 
Met Life said the sale was part 
of a plan to shed non-core busi- 
nesses to concentrate on a 
smaller range of products. 


KKR buys part of Reliance Electric 


By Tony Jackson In New York 

Kohlberg Kravis Roberts, the 
US buy-out specialist is to 
acquire the telecoms b usiness 
of Reliance Electric in a deal 
worth $475m. 

The business had been put 
up for sale by Reliance's new 
owner, Rockwell International, 
which bought the company in 
a $L6bn bid battle last year. 

The telecoms subsidiary, 
Comm/Tec, will be run by 
existing management, who wiQ 
b e equ ity .partners in the deal. 

KKR wfi) put up $250m of the 
purchase, price, with $175m 


counting as equity. The 
remainder will be provided as 
hawk frnnnrp by Phase Man- 
hattan. 

Fart of the borrowings will 
be repaid through a $100m 
bond issue after the deal hag 
been closed. KKR said. 

With sales last year of $458m, 
Comm/Tec makes up around a 
third of Reliance's group sales. 
With 3,600 employees, it pro- 
vides equipment and services 
to local telephone companies, 
such as the Baby Bells. 

Rockwell a diversified com- 
pany with interests ranging 
from defence to car compo- 


nents. said its interest in tele- 
coms was focused on providing 
modems for personal comput- 
ers and fax machines 
At the time it acquired Reli- 
ance, it made clear that its 
chief interest was in Reliance's 
controls business, which it has 
combined with its own Allen- 
Bradley controls division to 
create an industrial automa- 
tion business with world sales 
of around $3-5bn. 

• Rockwell also said it had 
bought 100 per emit of Afien- 
Bradley India, in which it pre- 
viously held 89 per cent. Terms 
of the deal were not disclosed. 


Kearney, 
EDS spell 
out global 
ambitions 

By Maggie Uny in New York 

The merger of the consulting 
business of EDS, a subsidiary 
of General Motors, and Kear- 
ney, the management consul- 
tant, would “create a new par- 
adigm for tbe industry”, Mr 
Gary Fernandes, senior 
vice-president of EDS, said 
yesterday. 

Mr Fernandes will chair the 
new consultancy, which will 
be a wholly-owned EDS subsid- 
iary. He said tbe management 
consultancy would cover the 
globe, virtually every industry 
and consulting discipline, and 
would combine tbe implement- 
ing capabilities of EDS’ infor- 
mation technology side. 

Mr Fred Steingraber, chief 
executive of Kearney who will 
continue that role in the 
merged unit, said the deal 
would “probably redefine the 
management consulting indus- 
try”. It would be unique in 
offering the combination of 
advice in the strategic, 
operations and IT areas. 

The two were elaborating on 
the S600m deal which was 
announced after Wall Street 
closed on Tuesday. 

Mr Fernandes said the acqui- 
sition of Kearney would accel- 
erate EDS’ strategy of building 
a global consulting business. 
EDS set up its consulting side 
only two years ago as an 
extension of its systems busi- 
ness. He said a high percent- 
age of the group’s consulting 
work led to opportunities for 
the systems side. 

Mr Fernandes said the pur- 
chase would cause some mini- 
mal dilution to EDS’ earnings 
per share in 1995, would be 
neutral to slightly positive to 
earnings in 1996, and would 
add to earnings thereafter. 
Although EDS is a subsidiary 
of General Motors, a separate 
class of GM’s shares tracks 
EDS 1 business. These shares 
rose $% to $42% In morning 
trading yesterday. 

The integration of the two 
businesses is expected to be 
largely complete by the end of 
1995. The merged consulting 
activity will keep the Kearney 
name and will be based in Chi- 
cago, Kearney’s home town. 

Mr Fernandes said he did 
not expect any job losses. 


Ford lowers production forecast 


By RJctwrd Waters 
in New York 

Ford Motor cut its North 
American production forecast 
for the third quarter of the 
year, a further indication that 
unsold cars and light trucks 
are building up on dealers’ 
forecourts. 

The company said it planned 
to build 884,000 vehicles in the 
US and Canada during the 
period, compared with 966.000 
In the same period in 1994. The 
decline also reflects model 
change-overs as the company 
launches a new Taurus, its 
best-selling car. and new 
pick-up trucks. 

Weaker-than-expected sales 


at Ford, as at other US manu- 
facturers. led to a steady 
growth in inventory levels in 
the early wwmt-iic of this year. 

The Big Three US manufac- 
turers “produced in the first 
quarter, and continue to pro- 
duce in the second quarter, as 
if sales were strong", said Mr 
George Magtiano. an automo- 
tive industry analyst at Wefo. 

"They pretty much held to 
their production schedules in 
April and May.” 

At the beginning of May. 
Ford had 90 days' supply of 
cars on band, in part due to 
slow demand for its new Con- 
tour sedan, of which produc- 
tion has already been scaled 
back. 


The company projected a 16.5 
per cent fall in thir d-q u a rt er 
car production, due in large 
part to the changeover of the 
Taurus. 

Chrysler, the smallest of tbe 
Big Three, has moved the fast- 
est to scale back production to 
reduce inventory levels, said 
Mr Nick Lobocarro, an analyst 
at S.G. Warburg in New York. 
At 66 days for cars and 56 for 
light trucks, that has brought 
the company's inventory levels 
down to more sustainable lev- 
els. he said. 

According to Wela. the total 
number of vehicles produced in 
North America in the third 
quarter will reach 8.8m, an 
increase of 3 per cent from a 


Inco in talks on Voisey Bay 


By Ber na rd Simon in Toronto 

Inco, the western world’s 
biggest nickel producer, has 
confirmed that it is at an 
advanced stage of talks to 
acquire a stake in the rich 
Voisey Bay nickel, copper and 
cobalt deposit on the east coast 
of Labrador. 

The deposit is currently 
owned by Diamond Fields 
Resources, a Vancouver-based 
exploration company. Diamond 
Fields has been seeking a part- 
ner With the mining and mar - 
keting expertise and financial 
muscle to bring the deposit to 
production. 

Mining experts believe 
Voisey Bay is one of the rich- 
est base-metal discoveries in 


North America for several 
decades. It is expected to pro- 
duce between 60m lbs and 
100m lbs of nickel a year, equal 
to between 4 per cent and 6 per 
cent of 1994 western demand of 
1.62bn lbs. 

Diamond Fields and Inco 
declined to provide farther 
de tails of their negotiations. 

Based on drilling results to 
date. Voisey Bay would signifi- 
cantly lower Inco's average 
production costs, and help ful- 
fil its wish to expand its pres- 
ence in copper. 

Conversely, Inco's leverage 
in the nickel market would be 
weakened if a rival were to lay 
its hands on a large, low-cost 
deposit such as Voisey Bay. 

Encouraging drill results and 


^peculation about a deal with 
an outside shareholder have 
sent Diamond Fields’ shares 
soaring. 

Trading at C$4 on the 
Toronto stock exchange when 
the discovery was announced 
last November, the shares 
reached a record C$80 before 
closing down C$3 at C$77 yes- 
terday. putting a stock market 
valuation on tbe company of 
almost C$1.9bn (US$1.4bn). 

Teck, the Vancouver metals 
group, paid C$36 a share in 
April for a 10 per cent stake in 
the company. 

Diamond Fields is controlled 
by Mr Robert Friedland. an 
entrepreneur whose career has 
included gold ventures in the 
western US and Venezuela. 


First gas power plant for Chile 


By Imogen Mark in Santiago 

Tbe contract for Chile’s first 
combined-cycle gas power 
plant, awarded last Friday to 
General Electric Power 
Systems of the US. mar ks a 
firm commitment by Chile 
to import natural gas from 
Argentina. 

The $205m plant, which will 
be built at Renca on the out- 
skirts of Santiago and will gen- 
erate 370MW, is likely to be fed 
by a pipeline bringing gas over 
the Andes from Mendoza , the 
nearest point in the Argentine 
gas distribution network. 

Gas Andes, the $30Qm project 
to build the pipeline, involves 


most of the same partners as 
the majority owners of the 
plant Chilgener. a local gener- 
ator; Duke Power of the US; 
Novacorp, the Canadian gas 
company; and Gasco, a local 
gas distributor. 

The pipeline has to be ready 
by 1997, when the future gas 
plant must be ready to go into 
co mmis sion to meet stricter 
pollution controls for Santiago. 

An alternative pipeline proj- 
ect headed by Tenneco. the US 
engineering company, with 
British Gas. YPF, the Argen- 
tine oil and gas company, and 
Enersis. the biggest local 
power company, seems 
unlikely to go ahead. 


Their scheme was to bring 
the gas direct from source, 
with a pipeline from the Neu- 
quen gasfields in southern 
Argentina across to southern 
Chile, near Concepcion and 
then up to Santiago. However, 
the main demand for gas is in 
the Santiago region, which 
makes tbe Gas Andes project 
cheaper to build and easier to 
finance. 

If the smaller project goes 
ahead, as is now expected. 
Chilgener will become a much 
more direct rival to Enersis. 
which until now has been by 
far the largest force in the 
energy business, with 2.500MW 
of generating capacity. 


year before. However, this is 
slower than the rate of capac- 
ity increase in the auto indus- 
try over the period, said Mr 
UagUano. 

• Chrysler seeks to grow 20 
per cent annually in the Euro- 
pean vehicle market in the 
coming years, said Mr Francois 
Castaing, vice president of 
vehicle engineering at Chrysler 
Corp, Renter reports from 
Paris. 

He said Chrysler sales in 
Europe grew 20 per cent last 
year and the year before, and 
be expected the same growth 
this year. Chrysler makes min- 
ivans and Jeep Cherokees in 
Graz, Austria, for international 
markets. 

BioChem 
Pharma makes 
solid progress 

By Robert Gfbbens 

BioChem Pharma, partner of 
Glaxo Wellcome of the UK in 
developing anti-Aids and hepa- 
titis B drugs, is within reach of 
becoming a profitable inte- 
grated bio-pharmaceutical 
group. Dr Francesco Bellini, 
president, told the annual 
meeting yesterday. 

The Canadian group's 3TC 
Aids drug and lamivudine hep- 
atitis drug are approaching 
commercialisation as Glaxo 
Wellcome completes interna- 
tional regulatory filing s, he 
said. Commercial introduction 
of 3TC is due by year-end. 
Lamivudine is a big break- 
through anri BioChem also hag 
a pain control drug, being 
developed with Astra of Swe- 
den, at the p re-clinical stage. 

The acquisition last year of 
the diagnostics division of 
Ares-Serono of Switzerland 
gave BioChem's diagnostics an 
international presence, with 
products sold in 40 countries. 

“We aim at the medium-sized 
laboratory market." said Dr 
Bellini, "and we’re developing 
the next generation of auto- 
mated analysers." The diagnos- 
tics unit should have sales of 
C$160m (US$U6m) in 1995 and 
will be profitable, he added. 

For the ll months ended 
December, BioChem had reve- 
nues of C$110m and operating 
profit of C$2.6m. Research out- 
lays were C$l6m- Total 1995 
revenues are expected to rise 
60 per cent to C$130m, 
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New markets, New approach 

NETOASIA 


Arastel (Asia) Ltd is proud to 
announce a change of name to 
New Asia Securities 

N ew Asia Securities is more than just a new name. 

It is a response to the challenges posed by Asia - 
a. rapidly maturing and increasingly broadly based 
economic powemousc. 

A s a joint venturer with European and Asian 
investors, .'•New Asia Securities .is building on and 
developing tfo -SUiXess; achieved by Amstet t -(AsU) Ltd. 
Our enhaoptsd'capiral.'. base and staff -resources mean 
that you bow have a. more-J»w'a#uV ally to die world’s 
most ‘ dynamic v marketplace. Offices -to - London, 
Monaco, ■'.Varicouvfer . and representation in -.Toky° * 
ensure we £a» continue to. offer a global stance. - ' 

S hould you ‘require further information on our 
services, please calI : Fye Hong or Paul de Quant in 
Hong Kong on (S52) 2850 8055. 

Alternatively, contact Takao Uratani or Koran North in 
London on (+44) 0171 493 1991. 


Standard & Chartered 

Standard Chartered PLC 

- ninr«ifenm-"nT ~t 


US$400,000,000 Undated Primaiy Capital 
Floating Rate Notes (Series 3) 

In accordance .with the provisions of the Notes, 
notice is hereby given that for the Interest 
Period from 8th June 1995 to 8th December 
,1995, the Notes will carry interest at the rate of 
5 9625 per cent, per annum. 

Interest payable bri 8th December 1995 will 
amount to US$303.09 per US$10,000 Note and 
US$7,577.34 per US$250,000 Note. 

West Merchant Bank limited 
AgentBanfc 



GT EUROPE FUND 

Societe d’lnvestissernent a Capital Variable 
2, boulevard Royal, LUXEMBOURG 
R.C. Luxembourg B-21108 

Notice is hereby given to the shareholders, that the 

ANNUAL GENERAL MEETING 

Of shareholders of GT EUROPE FUND will be held at the offices of 
Bmqoe fnfcmaoonafc 3 JUnemboarg. SodSoS Anomme, 69. mate (TEsch, 
M4/0Lattnd3ou2g.onBruhy.June 16. 1995 m 11.00 tun. with tbe 

following agenda: 

1. To hear and accept the Repons of. 

a. The Directors 

b. The Auditor 

2 To amove die Report of die Directors for the year ended 31 December. 
1994 including the Statement of Net Assets as at 31 December. 1994 and 
Statement of Operations for the year ended Decanter 31, 1994 

3. To discharge die Board of Directors and the Auditor with respect of their 
performance of dories for the period ended December 31, 1994. 

4. To efcct the Directors io serve until the nexx Annual General Meeting of 
Shareholders. 

5. To efcct as Auditor to save until the next Annual General Meeting of 
Shareholders: Coopers & Lybmnd S.C. 

6. To declare a (Kvkfcnd in respect of the year ended 31 December. 1994. J 

7. To approve the payment of directors’ fees. 

8. Any other business. 

9. Adjournment 

Tbe shaieboidas we advised that no quorum is required for the items on 
the agenda of tbe Annual General Meeting and that decisions will be taken , 
on a simple ma/oriiy of the shares present or represented ai the meeting. 


This anntuncemem appears as matter of record only 


In order to take part at die meeting of June 16, 1995. 
■ stores will have to deposit their shores five dear day 
with the re gis tered office of the company or with Bm 
Luxembourg, 69, route d'Bsdt, L-J470 Luxembourg. 


of June 16. 1995. the owners of bearer 
ires five dear days before the meeting 
many or with Banque Internationale a 


THE BOARD OF DIRECTORS 



Banker Ireland 

U.S. $300,000,000 

Undated VariaUe Hate Notes 

Notice h hereby given fat fa Rote of Infer**! ho* been bed d 6.9375% end 
fat fa interest payable on’ fa relevant hmreg Payment Dale September 6, 
1995 ogesral Coupon No. 24 in reaped of USS 100,000 remind of fa Note* 
wS be USS1 777.92. 


US$125,000,000 

First Chicago Corporation 

floating Rate Subortfinated Capital Notes Due December 1996 
Notice is hereby given that the Rata of Interest hos been fixed at 
6. 1 25% and mat the interest payable on the relevant Interest 
Payment Date. September 8, 1995 against Coupon No. 35 in 
resped of US$1 00,000 nominal of foe Nates will be USS1 ,565.28- 


June 8, ] 995, London . . __ ,, r _ 

By: Citibank, NA, (Isiuer Services]. Agent Bank CfTIBA AlCO 





A 4 UN 3 L 4 LCONFL 4 NCK BANCO PINTO& SOTTO MAYOR 


SMMMMX SEGIVOS 


have acquired 50% of 



ISFINCn 

TK1TTFI 8c FICnRES 

Portugal 

Es 153,000,000,000 

We acted as financial advisor to Mundial-Confian§a 
and Banco Pinto & Sotto Mayor in this transaction 


BANCO ESSI, s.A. 

Grupo Espirito Santo 


March 1995 
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NBC Asia lures top TVB executive 


By Simon HoBwrton 
in Hons Kong 

The battle for Asia’s television 
viewers heated up yesterday 
when NBC Asia said it had 
recruited Mr Shing-kwong 
Ring, general manager of Tele- 
vision Broadcasts, Hong 
Kong's leading television com- 
pany, to head Its Asian 
operations. 

Mr Fung, who oversaw 
TVB's move into satellite tele- 
vision, will have overall 
responsibility for the manage- 
ment and strategic direction of 
NBC’s programming services 
in Asia. His appointment 
becomes effective in August 

Later this month, NBC plans 
to begin broadcasting an Asian 


business news service, CNBC 
Asia, making it the first to pro- 
duce live business news on 
three continents. This will be 
followed later this year with 
the launch of NBC Super Chan- 
nel Asia, a general programme 
service. 

Mr Bob Wright, president 
and chief executive officer of 
NBC, said Mr Fung was one of 
Asia's most influential and 
well-respected television execu- 
tives. "His unique combination 
of superior business skills and 
In tima te knowledge of the com- 
plexities of the Asian television 
marketplace will provide valu- 
able strategic leadership," he 
said. 

Sir Run Run Shaw, chairman 
of TVB. said that the company 


was sorry to lose Mr Fang’s 
sendees. 

Pan-Aslan broadcasting is 
dominated by Mr Rupert Mur- 
doch's Star Television net- 
work. It has recently added sat- 
ellite radio to Its services and 
is competing with MTV, Via- 
com's music television com- 
pany, for young Asian viewers. 

In the business news sector, 
CNBC will be in competition 
with Asia Business News, a 
Singapore-based broadcaster, 
owned equally by financial 
media services group Dow 
Jones, TV New Zealand, and 
TGI, the US cable operator. It 
Is used, in part, as a vehicle for 
the promotion of Dow Jones’ 
two main print media assets in 
the region - the Asian Wall 


Street Journal and the Far 
Eastern Economic Review. 

CNBC Asia will broadcast 
more than 11 hours of live 
Aslan business news produced 
by Us bureaux in Hong Kong 
and other finnnrini markets. It 
will also take business news 
from CNBC in the US and the 
European Money Wheel on 
NBC Super Channel in Europe. 
• News Corporation's Star TV 
says it will launch a music 
channel, Channel V Asia, on 
the Palapa B2P satellite on 
June 11, Rente- reports from 
Hong Kong. 

Channel V Asia will provide 
specialised blocks of program- 
ming to countries in south-east 
Asia, spliced with international 

pmg ramiii Irt g 


Boral considers sale 
of elevator interests 


By Nikki Tail 

in Sydney 

Boral, the Australian building 
materials and energy group, is 
considering the sate of its ele- 
vator and building technology 
operations. The group said yes- 
terday it was “revie win g' 1 the 
busin esses , and was looking at 
either a sale or joint venture 
arrangement 

It said that It had called in 
Macquarie Corporate Finance, 
part of the Sydney-based 
investment bank, to hnip han- 
dle the process. 

Mr Tony Berg, Boral manag- 
ing director, said in a state- 
ment to the Australian Stock 
Exchange that the reassess- 
ment Mowed a "a number of 
approaches to Boral from 
major elevator groups". 

He said that Boral had 
decided that the businesses 


could be "further enhanced by 
having access to a global 
competitor". 

Since taking over at Boral 
about 18 months ago, Mr Berg 
has tended to stress the 
group's desire to concentrate 
on businesses in which it leads 
the market There have been a 
number of medium-sized 
divestments and acquisitions 
over this period. 

The elevator businesses were 
acquired by Boral In 1988, and 
have their headquarters In 
Cheltenham, Melbourne, where 
the manufacturing facilities 
are also based. 

Annual sales are about 
A$120ra CUS$86.43m). Accord- 
ing to the 1994 annual report 
the elevator interests recorded 
a “small Improvement” in 
profit in 1993-94, with exports 
Increasing amid some divi- 
sional restructuring. 


Qantas, Air Pacific 
reach new accord 


By NMd Taft 

Qantas, the government- 
controlled Australian carrier 
which is Umbering up for 
privatisation, yesterday 
announced it had reached a 
new joint agreement with Air 
Paclflc, the Fijian carrier 
which is 10 per cent-owned fay 
Qantas and has code-share 
arrangements with the Austra- 
lian carrier. 

Qantas will stop flying its 
two weekly Sydney-Nadi-Los 
Angeles services, and fly 
directly from Sydney to the US 
city instead. Air Pacific will 
also operate all six weekly 
return flights between Sydney 
and Nadi, taking over two fre- 
quencies previously operated 
by Qantas, and add a second 
weekly flight between Nadi 
and Lee Angeles. 

Qantas, however, win intro- 


EXCHANGE OFFER 


mexico 


JumI.895 



Aerovias de Mexico, SA. de C.V 

U.S. $100,000,000 
9.75% Notes duel995 
and 

U.S. $37,500,000 

Euro-Commercial Paper 

Aero vim de Mexico, SA. de GV (“ Acromexico”) announced today the com m encement of an offer (the 
"Exchange Offer”) to holders of in 975°ti Notes due 1995 and in Notes Issued and Outstanding under its 
Euro-Commercial Paper Program (together, the "E xi sti n g Notes"? to exchange Existi n g Notes for its 9.75% 
Notes due 2000 (the "New Notes") . The final maturity date of die Existing Notes is June 10, 1993. The New 
Notes will not be registered under the US. Securities Act of 19M and may not be offered or sold in the 
United States or to US. person! except in transactions exempt from the registration requirements of such 
Art- 

In die event that the required level of acceptances to the Exchange Offer is not achieved, Acromexico may 
file a Prepackaged Plan of Reorganization in the United States in order to effect the Exchange Offer. 
Accordingly, votes to accept the Prepackaged Plan arc now being solicited from holders of Existing Notes. 
Acromexico may pay certain Solid ration Agent fees in connection with these proposals, as see forth in (he 
Offering Memorandum. 


The Exchange Offer and solidtadon of votes will expire an July 10, 1995, 5m pm. London Time, 
unless they are extended by Acromexico at its discretion. 


Lehman Brothers Inc. will act as the Dealer Manager for the Exchange Offer Holders of the Existing Notes 
having questions about the Exchange Offer or the solicitation of votes on the Prepackaged Plan should 
contact Lehman Brothers at: 

Lehman Brothers International (Europe) 

Me Marco Sal vahgglo 
Td: +-M-17MM1-O0M 
as Dealer Manager 

Holden of the Existing Notes may obtain a copy of the Offering Memorandum to be distributed pursuant to 
the Exchange Offer and a ballot to vote on the Prepackaged Plan, from: 

George son & Ctv, Ltd. - London 
Ms. Julie Simpson 
Tel; *44-171-454-7100 
as Information Agent 

Morgan Guaranty Urust Company of New York, London Branch, will act as Exchange Agent for the 
Exchange Offer at the address set forth below. Basque Paribas Luxembourg will act as Luxembourg 
Exchange Agent and Paying Agent for holders of notes in Luxembourg at the address set forth below. 


Morgan Guaranty Thun Company of New York 
60 Vicuna Embankment 
London EC4Y QJP 
as Exchange Agent 


B ample Paribas Luxembourg 
10A Boulevard Royal 
L-2093 Luxembourg 
as Luxembourg Exchange Agent 


Hue advertisement is addressed to persona holding Existing Notes in bearer farm. Copies of 
this advertisement are being mailed to persons holding Existing Notes in registered form at their 
registered addresses. 


Lehman Brothers 

Dealer Manager 


Aerovias de Mexico, S~A de C V 

U.S. $100,000,000 
9.75% Notes due 1995 
and 

U& $37,500,000 

Euro -Commercial Paper 

Notice of Informational Meeting of Noteholders 
to be held on June 19, 1995, London 
and June 20, 1995, Zurich 

Aerovias dc Mexico, iA. dc CV CAeromeoco*) hat called an infonastjonil meeting (the "Meeting*) of the 
holders of its 9.75»b Notes due 1995 and fa Mites Issued and Outstanding under (a Euro-Conunercul 
Paper Program (together, the "Existing Notes"! to be held at the following {daces on the following dates 
and rimes: 


Date 

June 19, 1995 

Due: 

June 20, 1995 

Place: 

Lehman Brother* International 

Plane; 

Savoy Baur on Vibe 


(Europe) 


Am Pw»<kpUtt 


Boardroom, One Broaden te 


Zurich* 


London, ECM 7HA 


CH-8022 

Time; 

llJOojn. 

Time: 

3 JO pm. 


The items to be considered and discussed at the Meeting will be Acromexicob offer » exchange Existing 
Notes for an equal principal amount of in 9.7540 Noses due 2000 and the alternative of filing a Prepackaged 
Plan of Reorganisation under applicable United States law, 

This notice is addressed to persons holding Existing Notes In bearer form. Notices to perrons holding 
Existing Note* in re&stQKd form are being mailed to th*ir cegiRered addnatta. 

June 8. 1995 AEROVIAS DE MEXICO, 5A DE CV. 


duce a weekly return service 
be tweet Melbourne and Nadi, 
with Air Pacific operating a 
second weekly flight on the 
same route. The Australian 
carrier will also market SO par 
cent of the seats operated 
between Los Angeles and Nadi, 
and increase the proportion of 
seats marketed under the code- 
share arrangements covering 
operations between Australia 
and Fiji New schedules will 
start to come Into effect from 
late October. 

Qantas, which is expected 
to release its stock market 
prospectus In two weeks, has 
been reorganising services on 
its Pacific routes over the past 
18 months in an effort to 
improve profitability. 

The task has been made 
easier by the decision of some 
US carriers to pull out of this 
market 

Swiss drugs 
group suffers 
setback 

By Ian Rodger 

Ares-Serono, the Geneva-based 
biotechnology drugs group, has 
reported another shar p fell in 
profits in the first quarter of 
1895. 

Net income tumbled 60 per 
cent to $5.5m, in spite of a 
4.4 per cent rise in sales to 
SI 53m. 

The group, which develops 
hormones for stimulating 
human fertility and beta 
interferon based drugs for 
multiple sclerosis and other 
diseases, said operating Income 
dropped by one third to Si5-2m. 
reflecting a 3.2 per cent 
fell in gross margins and a 5.7 
per cent rise in research and 
development spending. 

Pretax profit dropped 58 per 
cent to $7 .9m. 

Ares said supply problems, 
which seriously depressed 
fourth-quarter 1994 results, per- 
sisted in the first quarter. It 
reiterated a forecast made in 
March that full production 
would be resumed in the sec- 
ond half. 

Shortages of Infertility 
products hit particularly hard 
in North America, where sales 
were down 18.7 per cent. 

Sales In Europe grew 15.4 per 
cent in the first quarter, 
while sales in Latin America 
were down 10.8 per cent 
because of the financial crisis 
in Mexico. 


NEWS DIGEST 


Heavy research 
spending holds 
Huhtamaki back 

Huhtamakt, the Finnish consumer products 
group, saw profits fell 28.5 pear cent in the first 
four months, partly because of heavy spending 
on product launches and pharmaceuticals 
research, writes Christopher Brown-Homes in 
Stockholm. 

The figures also reflected the stronger 
markka, which has risen by 24 per cent 
against the dollar during the last year. 

Profits after financial items dropped to 
FMBOm (518.4m) from FMH2m, as sales fell 5 
per cent to FM2.6bn from FM2.7bn. At con- 
stant exchange rates, sales were 8 per cent 
higher. 

The downturn was felt most keenly by the 
company's Lelras pharmaceuticals division, 
where profits dropped and sales fell li per emit 
to FM275m. This reflected high R & D and mar- 
keting expenses, and low sales of contracep- 
tive implants. 

Leaf, the confectionery unit which is Huhta- 
maki's biggest business sector, saw sales fell 7 
per cent to FM1.47bn, but profits rose in spite 
of high marketing outlays. Comparable sales 
rose 9 per cent in Europe and 6 per cent in 
North America, even though the North Ameri- 
can baseball cards market, an Important 
source of profit and revenue, remained stag- 
nant 

Mr Timo Peltola, chief executive, said the 
interim performance was In line with expecta- 
tions and did not alter the group's forecast of 
improved pre-tax profits and higher earnings 
per share for the full-year. 

Improved demand and higher packaging 
prices are expected to bring improved sales 
and earnings. Last year, profits totalled 
FM442m and earnings per share were FM12.16. 

Optus says flotation 
is still on agenda 

Optus Communications, Australia's second 
telecommunications carrier set up to compete 
with the government-owned Telstra group, 
said yesterday that a stock market flotation of 
its shares was still an the agenda, in spite of 
the federal government's rejection of an initial 
corporate restructuring proposal, writes Nikki 
Tait. 

The rejection, confirmed by the treasurer's 
office, was made on the grounds that it was 
"inconsistent with foreign Investment policy 
for Optus, that being, the majority of Otfus is 
Australian-owned". However, a revised pro- 
posal could still be considered. 

Optus is owned by a number of corporate 
and institutional investors, including Bell- 
South of the US and Cable & Wireless of the 
UK. However, control has remained in Austra- 
lian hflTlHK. 

The company has talked of a stock market 
float for several years, although timing has 
remained vague. Optus recently ruled out com- 
ing to the market as early as mid- 1995, a wide- 
ly-suggested date, but said that a float before 
the end of 1995 was still a possibility. 

MIM to sell methane 
interest to Conoco 

MIM, the Queensland-based mining group, is 
to sign over its main coalbed methane Interest 
to Conoco Australia, part of the US oil group, 
for A$22.4m (U8$16.2m), writes Nikki Tait The 
two companies are equal partners in au explo- 
ration and production testing joint venture in 
the Bowen Basin, in Queensland. 

Mr Nick Stump, MUvTs chief executive, said 
the interest "did not fit strategically with the 
future direction of MIM". 

However, he added that good technical prog- 
ress had been made in the field. MIM would 
continue to pursue gas exploration Interests in 
south-west Queensland, he added, since these 
had potential direct relevance to Mount Isa, 
the mining town In the centre of the state 
where MIM has large operations. 

Macquarie Bank plans 
l-for-17 bonus issue 

Macquarie Bank, the Sydney-based investment 
bank, Is to make a bonus issue of one new 
share for every 17 held to shareholders, writes 
Nikki Tait 

The bank is owned by a mixture of institu- 



tions and employees, with UK's Hill Sam ual 
being the biggest shareholder. The bank 
confirmed -recently that It plans to list on the 
Australian Stock Exchange In the latter half of 
1996. 

Nigerian brewer posts 
solid gains in year 

Nigerian Breweries has posted a profit after 
tax of L37bn naira ($39m) tar 1994, up from 
948.07m naira in 1993, Reuter reports from 
Lagos. The company said turnover in 1994 
increased to 7J.4bn naira from 459bn naira a 
year earlier. 

The Business Times weekly said after-tax 
profit in 1984 was the highest ever attained by 
a company in Nigeria, in spite of the decline in 
Nigeria's beer consumption since 1963. 

Dutch brewer Hetofiken has a 13.5 per cent 
stake in Nigerian Breweries. The remainder of 
the shares are in Nigerian hands. 

Chairman of Usinor 
Sacilor reconfirmed 

Mr Francis Mer (left) 
was yesterday recon- 
firmed as nTi air man of 

| Usinor Sacilor and will 
guide the French steel 
group through its pri- 
vatisation over the 
next few weeks, a gov- 
ernment spokesman 
said yesterday, writes 
I John Ridding in Paris. 
Although the French 
government occasion- 
ally replaces public 
sector company heads, 
the renewal of Mr 
Mer's mandate as chairman was considered a 
formality. He has held the post since 1986, 
guiding the French steel producer back to 
profit and preparing it for privatisation. 

The sale of the company, in which the 
French state holds a direct 80 per emit stake. Is 
due to be completed by the first week in July. 
Mr Mer will shortly start a series of presenta- 
tions to international investors ahead of the 
launch of the privatisation issue. 

The government is expected to reduce its 
stake to about 8 per cent, while a group of 
long-term investors will hold a combined 15 
per cent of Ustnor’s shares. These Investors 
are likely to indude Credit Lyonnais, the loss- 
making state-owned bank, which Is expected 
to cut its stake in Usinor from 20 per cent to 
about 3 per emit 

Record earnings for 
Newbridge Networks 

Newbridge Networks, a leading Canadian pro- 
ducer of private and telephone company net- 
work products, posted record net profit of 
CS18(L3m (US$137m). or CS2J31 a share, for the 
year ended April 30, up from CH57.8m, or 
C$1.98, a year earlier, on revenues of C$800zn, 
up 45 per cent, writes Robert Gibbons In 
Montreal. 

Fourth-quarter profit was C$51 An, on reve- 
nues of C$228m, against C$47 An, on revenues 
of C$164m. Research spending rose to C$66m 
from CS39m. 

Mr Terence Matthews, chairman, said reve- 
nues would continue to grow in fiscal 1996 
with expanded product lines and growing 
international business. 

Gandalf Technologies 
sees further growth 

Gandalf Technologies, an Ottawa-based inter- 
national software group, is emerging from two 
years of heavy restructuring and sees growth 
in fiscal 1996, writes Robert Gibbens. 

Gandalf posted net profit of CSl.6m, 
(USSl.lm), or 5 cents a share, including a 
C$2m special gain, for the year ended March 
31, against a loss of C$47 2m, or C$2.27, a year 
earlier, Including special charges. 

Revenues were C$120m In fiscal 1995, down 8 
per cent 

Gandalf stock has almost quadrupled to C$8 
this year, partly because the company signed a 
marketing affiance in March with Bell Atlan- 
tic, the Philadelphia communications concern. 

Gandalf specialises in equipment transmit- 
ting data, voice and video from branch offices 
to central compute networks. 


Japanese f 
airline alms 
to resume 
payout soon 

By Gerard Bakar f \ : • 
hi Tokyo - : : ■ 

Japan Airlines (JAL) is eager 
to resume dividend payments 
as socm as uossiMe. the mmpa. 
ny’s president said yesterday. 

Mr Matsuo TosUmitsu said 
the Japanese flag-carrier’s 
efforts to reduce costs; and 
increase sales wore 
to bear fruit.- 

"We would like to return to 
paying dividends as soon » 
possible through restructuring 
and measures to increase 
sales," MT TbsHmftsa sail. 

However, he would sot spec- 
ify when be thought the com- 
pany would be able to resume 
such payments. 

Business conditions were 
improving, but remained dttfi. 
cult, Mr Toshimftsu: said. 
Four-fifths of JALY demand 
comes from tourist business, 
and it was important for 
the company to find ways of 
improving profits la that 


JAL suspended dividend 
payments in 1993 when the 
recession forced it into losses 

at the pre-tax level. 

Since then, its losses have 
mounted. However, last week 
it announced that in the year 
to March it had achieved a pre- 
tax profit of Y2£2bu ($82.8m), 
although it said it was still 
unable to pay a dividend. 

The company's restructuring 
p ro gr a mme is aimed at reduc- 
ing staff levels by more than 
20 per cent In the five yean to 
1998, a target JAL says 1 1 is 
weQ on the way to reaching. . 

OMV ahead 
sharply in 
first quarter 

By Ian Rodger In Zurich 

OMV, tiw Austrian integrated 
ail, gas and chemicals group, 
said its preta x profit jumped 
to SchSGOm ($8l2m) from 
Schioom in the first quarter. 
In line with the further sub- 
stantial recovery It has fore- 
cast for tills year. 

Turnover climbed - 1^. per 
cent to Schl9bn, reflecting 
strong Increases in petrochem- 
ical prices and the expansion 
of the group’s retail marketing 
network. Operating profit 
soared to Schl.OSbn from 
Sch32Qm. 

The refining and plastics 
divisions showed the greatest 
profit Improvements, Operat- 
ing profit In the refining divi- 
sion jumped to Sch46Qm from 
Schl30m, mainly because of 
improved markets for petro- 
chemicals. Margins on petro- 
leum products remained unsa- 
tisfactory. 

The plastics division 
rebounded from a loss of 
Schl40m to - .a profit of 
Sch240m on sales up 88 per 
cent to Sch2JSbn. OMV said 
margins were maintained in 
spite of feedstock, price 
increases. Market conditions 
improved and costs were cut 

The chemicals fttvfedon tre- 
bled operating. Income to 
Schl20m, helped by stable 
markets and restructuring. 
Turnover in the gas division 
rose 7 per amt to SchJLSlbn, 
while operating profit eased 
8.6 per cent to ScMSOm. ! 


Metro Pacific causes stir in property world 

Doubts remain over wisdom of Philippine group’s latest purchase, writes Edward Lace 


M etro Pacific, the Phil- 
ippine arm of First 
Pacific, the diversi- 
fied Hong Kong-based group, is 
in danger of upstaging its pow- 
erful parent. 

It stole the show earlier this 
year when It entered the coun- 
try's biggest property develop- 
ment deal, agreeing to pay 
39bn pesos ($I.5bn) for 214 
hectares of prime real estate In 
Manila's historic Fort Boni- 
facio area. 

The forma: Philippine mili- 
tary base is being developed to 
complement Makati, the capi- 
tal’s established financial dis- 
trict 

The handover of the first 
cheque, for l9.5bn pesos, 
unleashed a controversy in the 
Philippine business community 
which has yet to subside. 

Ayala Land, which owns the 
bulk of Makati and is the Phi- 
lippines' oldest real estate com- 
pany, bid 24.386 pesos per sqm 
for Fort Bonifacio, calculating 
that the relative newcomers at 
tiie Metro-led consortium could 
not afford to risk a higher 
price. 

In the event, Metro bid 33^33 
pesos, prompting speculation 
that the 19-member consor- 
tium, which includes Kuok 
Properties of Malaysia and 
Land and Houses Public of 
Thailand, had allowed the pres- 
tige of acquiring the prime 
location to impair Its financial 


judgment. Metro's shares, 
which were trading at 10 pesos 
In late 1993, have plummeted 
to 2.75 pesos, amid mounting 
doubts about the consortium’s 
ability to meet the second half 
of the 39bn peso payment, due 
In February 1996. 

Since then, Metro, which last 
week awarded the contract to 
manage the US$7.3bn Bonifacio 
project to Bovis, the UK con- 
struction company, has suf- 
fered from further market 
scepticism after It said it would 
borrow 2bn pesos to cover its 
share of the second instalment. 

Analysts say Metro's need 
for heavy borrowing over the 
next five years to develop the 
site into a modern business 
centre, with residential, com- 
mercial and recreational facili- 
ties, will depress its share price 
for the foreseeable future. 

“While Bonifacio has tremen- 
dous potential as a location it 
has an awfully long way to go 
before it has proven Itself as a 
viable location." says Mr Mat- 
thew Sutherland of Asia 
Equity Securities. "It could be 
the deal of the century but it 
could equally turn out to be 
the most colossal white ele- 
phant.” 

The management at Metro, 
drafted in from First Pacific in 
1992 to restore Metro's ailing 
fortunes, had, until the Fort 
Bonifacio bid in January, wan 
nothing but praise for the cam- 
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pany's turaround. The 48 per 
cent rise in net profits for 1994, 
to 633m pesos, was seen to 
have vindicated Metro's strat- 
egy of acquiring only the lead- 
ing brands in the markets it 
chose to enter. 

The decision last year to buy 
a 75 per cent stake in the Phil- 
ippine Cocoa Corporation, 
which makes the country's 
leading confectionery brands, 
and to expand the holdings of 
Its Steniel division, the leading 
producer of corrugated carton 
boxes in the Philippines, added 
to Metro’s reputation for buy- 
ing only the best 
The 40 per cent controlling 
stake in Smart Communica- 
tions, a joint venture with 
National Telegraph and Tele- 
phone of Japan and considered 


the most likely group to chal- 
lenge the dominant Philippine 
Long Distance Telephone Com- 
pany, was also seen as a 
shrewd investment 
Equally, the success of 
brands such as EskinoL which 
has a 63 per cent share of the 
Philippine skin care market, 
and Block and White, the con- 
troversial but popular 
whitener, produced by the 
Metro subsidiary, Metrolab, 
strengthened Metro's imago 
Indeed, its policy of hunting 
out market-leading brands was 
likened to First Pacific's suc- 
cessful acquisition strategy in 
Hong Kong. 

"We did not deliberately set 
out to follow First Pacific's 
path,” says Mr Ricardo Pascua, 
president of Metro Pacific and 
one of the founders of First 
Pacific when it was formed in 
1981. 

“But the pattern is very simi- 
lar. Like First Pacific, we have 
focused on distribution, phar- 
maceuticals, telecommunica- 
tions and now real estate ” ha 
says. 

Nevertheless, Metro's dream 
of turning Bonifacio into a 
showcase for modern inte- 
grated urban development" is 
expected to be a growing drain 
on the company's other con- 
cerns as the interest on loans 
to develop the site mounts over 
the next five years. 

In addition, the development 


of competitor sites, such; as 
local property devdoper *E11 
Invest’s 244 hectare ‘Corporate 
City in Ala bang, Manila, as 
well as Ayala's real 'estate 
schemes, has put /si ^question 
mark over Metro's , prediction 

of con tinuing Ktrqrriff ‘demand 

for pr ope rt y at tlre-ttfrfi^jf the 
century, . ■ / 

“Metro's high bid fnriBjanife- 
cio was a massive voteof confi- 
dence lit the Pbffippfoif econ- 
omy says Mr ’ StitSi^fand. 
“For Metro to gmk&.Tnonay oa 
Bonifacio the economy^ going 
to have to do "verj^wriL 1 * y 

E s timatlngryT; t’jtbe 
break-oven - point v for 
developed . apace at- 
76,000 pesos per sqmo.-’Metro 
says tiie potential'for.high 
returns at 

next 15 to 20 yeara m gffxetttPg 
when prices -of ; liSOiOW' to 

200,000 pesos in hai^bohrixig 
Makati are taken. Info itccoimt 
The fect that Fort Boidfeisto 
borders Forbes Park, the efiy's 

moat upmarket -T^ffiential 

zone of Edsa, Manila's main 
thoroughfare, and js^psa to 
tiie alrport, means,: that' tbfl 
project could eventuaSyTyield 
rich rewards If 'Mateo emerg es 
from its shortterm borrowing 

requirements intact . £ ; 

Until then,. howevK^JpnW* 
era will continue to question 
the wisdom of Jidtiaffing ttat 
19-Sbn peso cheque. .. . 
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Granada to develop 
more TV channels 


By Raymond Snoddy 


Granada, the leisure and rental 
group, is developing low-cost 
television channels to exploit 
the company’s production 
capacity. The government's 
decision not to increase the 
number of licences an ITV 
company can hold prevents 
Granada owning any more 
broadcasting licences. 

Mr Gerry Robinson, chief 
executive, said he was seri- 
ously considering new Gran- 
ada channels as he reported a 
50 per cent Increase in pre-tax 
profits to £154. 5m ($242m) for 
the six months to the end of 
April. 

Mr Robinson, who is also 
chairman of British Sky Broad- 
casting, the satellite TV ven- 
ture, said Granada “was better 
placed than any other commer- 
cial operator' to take advan- 


tage of the planned 200 digital 

television c hanne ls likely to 
become available on satellite. 

Granada is looking at possi- 
bilities ranging from a pro- 
gramme library channel to 
soap opera and children's 
channels. 

Television has became Gran- 
ada’s largest activity account- 
ing for 35 per cent of operating 
profit Profits before tax and 
interest from television more 
than doubled to £72m. 

“There has been a quite fun- 
damental change in Granada 
now compared with three or 
four years ago," said Mr Robin- 
son. He said 70 per cent of prof- 
its were coming from the two 
fastest growing areas in the lei- 
sure sector - television and 
contract catering. 

Because of the government 
block on extending television 
ownership, Granada's main 


Babcock/Siemens venture 


By Tim Burt 


Babcock International, the engineering, 
materials handling and facilities management 
group, yesterday announced the formal launch 
of a joint venture with Siemens of Germany to 
operate two of British Rail's heavy maintenance 
depots. 

Rail care, a new company set up by the two 
groups, has acquired BR’s Wolverton depot in 
the Midlands and Springbum depot in Glasgow 
as part of the government's privatisation pro- 
gramme. The venture follows eight months of 
talks between Babcock and Siemens, which 


have paid £6m for the depots. 

Babcock said its carriage refurbishment 
operations would complement Siemens' "below 
floor" expertise, mainly in running gear and 
bogies. 

As part of the deal, Siemens is paying £1.4m 
for a 40 per cent stake in Tickford Rafl. Bab- 
cock's rolling-stock subsidiary, which has been 
reversed into Railcare. The new company is 
expected to have sales of about £6Qm next year. 

Of BR's remaining maintenance depots, three 
have been sold to ABB Customer Support, part 
of the Swiss-Swedish engineering group, and 
one by to a management buy-out team. 


Yorkshire Water n.c 


PRELIMINARY ANNOUNCEMENT OF RESULTS 
FOR THE YEAR ENDED 31 MARCH 1995 


ADJUSTED EARNINGS PER SHARE 
INCREASE 20.0% 


21.1% INCREASE IN DIVIDEND 
FOR THE YEAR 


"SHARING IN OUR SUCCESS 
PROGRAMME ANNOUNCED 


£10 "CUSTOMER DIVIDEND 


"1 AM PLEASED TO BE ABLE TO ANNOUNCE A STRONG 


UNDERLYING FINANCIAL PERFORMANCE IN 1994/95. IN THE 


UTILITY BUSINESS WE HAVE BEATEN OUR EFFICIENCY TARGETS 


SET AT THE TIME OF PRIVATISATION. OUR NON-REGUIATED 


ACTIVITIES CONTINUE TO GROW PROFITABLY. WE HAVE 


ANNOUNCED HOW BOTH SHAREHOLDERS AND CUSTOMERS WILL 


SHARE IN OUR SUCCESS." 


COPIES OF THE ANNUA! REPORT AND ACCOUHT5 WILL B£ POSTED TO SHAJiEHOU)6l5 AT THE 
END Of JUNE. IF YOU WOULD LIKE TO RECEIVE A COPY PlEASE WRITE TO THE COMPANY 
SECRETARY. YORKSHIRE WATER PX, 2. THE EMBANKMENT . SOVEREIGN STREET, LEEDS 1ST «G 
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CONSOLIDATED 
ANNUAL REPORT 


Statement of 
Income 


(iorrie period April 1. 1094 

to Man* 31. 19B5) 
inMBkmsMYan 


Conmtfdated Nat Sotos 


IlMraodMMin) 


Net sates 

Cost of sates 

Income before taxes and minority 

interests 

Income taxes 

Net income 

Net income per share 


4,790.766 
3 .396.523 


120.674 

67.807 

44.693 

.13.54 {in Yen) 



Balance Sheet 


iMarefi 31. 1995) n MAons ol Yen 


Assets 


Cash and cash equivalents 

Notes and accounts receivable. 

trade 

Inventories 

Other current assets 

Property, plant and equipment . 
Other assets 


653,033 


1.189.447 
.1.127.806 
. . 372.970 
.1332,486 
... 787.548 


Liabilities and Shareholders’ Equity 

Short-term borrowings and current portion of 

long-term debt 876.737 

Notes and accounts payable, trade 91 1.787 

Other current liabilities 1,098.045 

Long-term liabilities 1.376.379 

Minority interests 81,534 

Shareholders' equity t,n 8.806 


Total assets. 


.5463,290 


Total liabilities ami 

shareholders’ equity . 


.5,463,290 


In T ouch with Tomorrow 

TOSHIBA 
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opportunity to expand by 
acquisition lies in contract 
catering. 

Mr Robinson said that talks 
with Accor, the French hotel 
and catering group, over its 
catering business were con- 
tinuing although he put the 
chances of an acquisition or 
joint venture at “no more than 
50 per cent”. 

If such a deal came through 
Granada might sell a small 
part of its stake in BSkyB - 
now worth £450m - to help pay 
for the acquisition. . 

Granada also reaffirmed its 
commitment to rental Its mar- 
ket share was increasing and 
the acquisition of DVR, which 
specialises in direct rental of 
TVs and videos, promised real 
growth. 

Pre-tax profits of about 
£330m are expected for the full 
year. 


Lloyds Bank 
joins contest 
to buy N&P 


LEX COMMENT 
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By Patrick Harvaraon 


Lloyds Bank has expressed an 
interest in acquiring National 
& Provincial, the Yorkshire- 
based building society which is 
considering bid proposals from 
several hanks and rival build- 
ing societies. 

Although both Lloyds and 
N&P declined to comment yes- 
terday, sources dose to Lloyds 
indicated that the bank bad 
mad e its first approach to N&P 
in mid-May. At the time, the 
society bad received formal 
takeover and merger offers 
from Abbey National, the 
home loans and banking 
group, and at least two other 
bidders - reportedly the Alli- 
ance & Leicester and Nation- 
wide bunding societies. 

Since then, Lloyds is 
believed to have reinforced its 
interest in N&P, but not to the 
point where it has made an 
all-out bid comparable to 
Abbey National's offer of 
ELlbn. 

Observers of the contest for 
N&P were surprised by the 
news that Lloyds had become 
involved. The bank is about to 
complete the £L8bn acquisition 
of the Cheltenham & 
Gloucester building society, 
and analysts questioned 
whether Lloyds could afford 
to buy another society with- 
out the need for a rights 
issue. 

Bank insiders, however. 


suggested Lloyds was perform- 
ing well enough for it to 
finance any acquisition of N&P 
with cash from retained earn- 
ings, particularly If the take- 
over was consummated at the 
end of this year or early in 
1996. 

One analyst, however, calcu- 
lated that if Lloyds paid 
slightly more than £l.lbn for 
N&P, this - combined with the 
purchase of Cheltenham & 
Gloucester - would drive the 
bank’s tier-one capital ratio 
down from its present level of 
6.6 per cent to about 5 per cent, 
well below the sector average. 
“It is a level they would proba- 
bly regard as too low,” said the 
analyst 

Others questioned whether 
Lloyds' interest in N&P was 
serious. 

"Lloyds is just muddying the 
waters,” said one analyst “Its 
gamesmanship,” commented 
another, adding: “Lloyds would 
like to make sure that whoever 
gets N&P pays the highest pos- 
sible price, so that one of 
Lloyds' competitors in the 
mortgage market is financially 
weakened as much as possi- 
ble." 

Nine days ago N&P gave bid- 
ders another fortnight to final- 
ise their offers, so it is unlikely 
to make any decision or recom- 
mendation to members until 
the end of June at the earl- 
iest 

See Lex 


The problem with a successful record for 
acquisitions is that investors invariably 
demand more. The highlight of impressive 
profit figures from Granada was the improved 
operating performan ce fr om its comparatively 
recent purchases, LWT and Sutcliffe. LWT 
reported hke-for-like profits growth of 22 per 
cent; while contract catering arm Sutcliffe 
achie ved profit margins of 9 per cent, against 4 
per cent when it was acquired in 1993. 

With Interest cover of 10 times, £150m of 
annual operating free cash flow after divi- 
dends, and a £45Qm stake in BSkyB, Granada 
has subs tantial fire-power. But there is little to 
fire at The government’s new cross-media 
ownership rules bar Granada from buying a 
third television franchise, namely Yorkshire 
Tyne-Tees. And there are no more large UK 
contract caterers available. It would gladly 
buy Accor’s French contract catering or 
motorway service station businesses, hut 
Accor is vacillating over whether to selL So 
investors may have to rely on organic growth. 

This should not cause concern. It may be an 
old story, but Granada is boosting revenues 
from its existing programme-making facilities 
and back catalogue. Programme sales should 
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make profits of £30m this year, and ..they are 
growing fast Satellite and. cable television pro- 
vide an expanding market - Granada could 
even launch its own satellite channel All this 
should underpin farther share price out-perfor- 
mance. After 8ll,tf acquisitions-ate not found, 
there will be a lot of cash to flow back to 
shareholders. 
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Greencore rises 
13% to I£22m 


By David Blackwell 


Lucas signs CSC 
deal worth £500m 


By Paul Cheeseright, Mcfiands 
Correspondent 


Lucas Industries is disposing of 
businesses with a book value 
of £25m ($39 .3m) and net assets 
of £7m as part of its contract 
with Computer Sciences Corpo- 
ration for the latter to take 
over its information technol- 
ogy services. 

The contract, worth £500m 
over the next 10 years and 
announced last month, had 
now been signed, Lucas said. 

The decision by Lucas to out- 
source its information technol- 
ogy activities is part of a 
broader plan to dispose of any- 
thing that is not central to 
aerospace and automotive com- 
ponent making. 


The two subsidiaries which 
will be absorbed by CSC are 
Lucas Pngimwing & Systems 
and Lucas Management 
Systems, which employ nearly 
700. Up to a further 500 employ- 
ees from other parts of Lucas 
will also transfer to CSC. 

Lucas will receive more than 
the asset value of the two com- 
panies but there will be no 
immedia te financial gam. The 
sum will be outweighed by dis- 
posals later this year, at less 
than asset value. Lucas made 
provision for a £9L3m write- 
down of goodwill on businesses 
destined for disposal 

Lucas will retain the strate- 
gic direction and programme 
management of its information 
technology. 


Greencore, the Irish sugar, 
malting and milling group, 
lifted interim profits 13 per 
cent in spite of a 3 per cent fell 
in profits from sugar. 

Pre-tax profits for the six 
months to the of Marr-h 
rose from I£19-5m to rawm 
while turnover rose by 8 per 
cent to I£210.7m <I£19422m). 

The result was helped by a 
fell in interest payments from 
rfi>.98m to I£1.73m. Gearing fell 
from 41 to 32 per cent 

Mr Kevin O’Sullivan, finance 
director, expects the cash gen- 
erative group to have virtually 
wiped out borrowings by the 
end of the financial year. 

Sugar production for the 
1994-95 campaign was 213,000 
tonnes - 6 per cent above the 
group's European sugar regime 
quota of 200,200 tonnes. The 
excess was being added to 
stocks, Mr O'Sullivan said. 

Operating profits from sugar 
were down 3 per cent at 
I£11.6m on sales 1 per cent 
lower at I£58.9m. 

The previous first half had 
contained the extra week of a 
53-week year, and deliveries, 
usually roughly balanced 
between the first and second 
halves, had been only 45 per 
cent of the expected annual 
total during the period. 

Agribusiness lifted operating 
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Rank Organisation, the leisure 
and entertainment group, - has 
completed its withdrawal from 
tiie hotel industry after 23 
years, with. the. sale the 
Royal Garden Hotel In west 
London. 
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David Dflger, chief executive: 
sugar down hut profits ahead 


profits 23 per cent to i£5.87m 
on sales 14 per cent higher at 
I£8L5m. 

Fertiliser volumes were more 
than 6 per cent higher, 
although margins were 
affected by raw notarial price 
increases. 

The foods division boosted 
operating profits 15 per cent to 
I£4.6m, driven by a strong and' 
unexpected rise in world malt 
prices which helped the Bel- 
gian malt businesses acquired 
last year to make a good con- 
tribution. 

Earnings per share were 11 
per cent up at 215p (l9.2p). The 
Interim dividend rises to 4.1p 
(3.7p). 


It sold the leasehold prop- 
erty to Goodwood Park Hotels, 
the Singapore-listed chain, for 
£65m - ending a three-year 
disposal programme. - 

The company has raised 
about £275m from the dispos- 
als, dominated by the sale erf 
five leading London hotels 
including the Athenaeum, 
which it acquired in 1967. 

It has also sold 16 regional 
hotels inherited from its 1990 
acquisition of Mecca Leisure. 

Rank said: “The hotels did 
not fit in with our strategic 
plans. The hotel chain was hot 
a big player and their yields 
were relatively low.” 

The proceeds are expected to 
be used to expand the group's 
entertainment activities, such 
as out-of-town bingo clubs and 
tiie Hard. Rock Cate chain. 

The withdrawal from the 
hotel industry fanned part of a 
wide-ranging restructuring, 
dominated by its sale earlier 
this year of part of its stake In 
the Rank Xeraa office equip- 
ment joint veaCKre for £620m. 
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Strength 
of yen hits 
Benicia 


By Tim Burt 


Settling for second best? 

Patrick Harverson considers the merits of Axjo’s US expansion 

I t has been a busy month at although most analysts agree Arjo disagrees. Mr Alain Sou- 
Arjo Wiggins Appleton, the that after failing last year to las, chief executive, is confi- 
Anglo-French paper group buy Si). Warren, the largest dent the long-term growth of 


Benicia Industries, the US port 
operator which is floating on 
the Loudon stock exchange, 
saw pre-tax profits ease from 
£2A2m to £2u3im last year. 

The company, which runs 
the port of Benicia. 30 miles 
north of San Francisco, 
blamed the fall on the strength 
of the yen, which depressed 
imports of Japanese cars. 

It predicted an improve- 
ment, however, following cost- 
cutting and an expected 
increase in US vehicle exports 
to the Pacific Rim. 

The port, which is expected 
to be valued at £i&J25m on flo- 
tation, is the third largest car 
and truck exporting port in 
the US and is thought to he the 
first to seek a public listing. 

Its prospectus said the own- 
ers had decided to float in Lon- 
don “because the UK has an 
established port sector among 
quoted companies, including 
large groups such as Associ- 
ated British Ports". 

A total of 24uhn shares are 
being placed at 75p. raising 
£15m. The bulk represents the 
sale by the Hillman Company, 
a US investment group, of its 
75 per cent stake for £i222m. 

A farther £3 .23m of shares 
are being issued to other 
investors, including Mr Timo- 
thy Chadwick, the Benicia 
director who led a buy-out of 
Benicia Industries in 1986- He 
will be executive chairman 
and is retaining his shares. 

The issue is sponsored by 
Hill Samuel with Greig 
Middleton acting as brokers. 
Dealings begin on June 29. 


I t has been a busy month at 
Arjo Wiggins Appleton, the 
Anglo-French paper group 
which yesterday announced a 
£l70m investment in the US 
coated paper market 
Apart from the US deal, 
which included the acquisition 
of the Newton Falls coated 
paper mill for $60m (£37.7m) 
within the past three weeks 
Arjo has bought two Italian 
paper merchants for £56m, pur- 
chased a stake in a Hungarian 
paper distributor, manouev- 
ered into a position to acquire 
the distribution operations of 
Swiss group Holvis {a deal 
which if it came off would be 
worth about £100m) and begun 
negotiations to acquire a Por- 
tugese paper merchant 
Behind the flurry of activity 
lies a two-pronged strategy: to 
reinforce the group's position 
as Europe's largest paper mer- 
chant. and to diversify into 
new, higher-grade paper busi- 
nesses in the US, where Aijo's 
existing interests operate in a 
rapidly maturing market. 

The strategy has. for the 
most part, been well-received 
in the City. The consolidation 
of Arjo's distribution busi- 
nesses in Europe makes spn«> 
because it builds on the 
group's strengths. 

The merits of the US expan- 
sion are less clear cut. 


although most analysts agree 
that after failing last year to 
buy SD. Warren, the largest 
coated paper producer in the 
US, Arjo had to move quickly 
to get into the fast-growing 
coated paper market and 
reduce its reliance on the 
maturing carbonless paper 
business. “The high end of the 
coated market is the sensible 
area to diversify into," says Mr 
Vighnesh Padiachy of BZW. 

Others voice concerns that 
moves in the US may be poorly 
timed. Mr Michael Brown of 
S.G. Warburg says by the time 
Arjo has completed its £132m 
upgrade of the coated paper 
production facilities at the new 
mill and the Appleton opera- 
tion, the US economy is likely 
to be slowing and coated paper 
prices felling under pressure 
from Slackening ifeirtanri and 
overproduction. “They are buy- 
ing a small, low quality mill 
and are going to upgrade It 
Yet the upgrade will coincide 
with a downturn in demand." 

He adds that a recent 
build-up in paper inventories 
worldwide, coupled with indi- 
cations that Scandinavian pro- 
ducers intend to run produc- 
tion at full capacity this 
summer, already suggest that 
demand, and with it paper 
prices, will begin to decline 
before the end of the year. 


Arjo disagrees. Mr Alain Sou- 
las, chief executive, is confi- 
dent the long-term growth of 
the coated paper business is 
assured. Also, Mr Cob S ten- 
ham. chairman, believes the 
group's newly expanded US 
operations will be able to 
secure a growing share of the 
coated market because they 
will be able to exploit Apple- 
ton's strong ties to US paper 
merchants forged during its 
emergence as the do minan t 
force in carbonless paper, 
“Merchants have got to carry 
our carbonless paper, so they 
will take the coated paper on 
the back of the carbonless.” 




A rjo also insists that 
analysts are wrong In 
predicting a steady 
slowdown in Appleton’s profits 
from carbonless paper. While 
accepting that the business has 
reached maturity, Mr Soulas 
says the company should con- 
tinue to increase its share of 
the carbonless market. “We 
believe Appleton has at least 
five more years of growth 
ahead," he says. 

Yet, however much Arjo 
sings the praises of its move 
into coated papa:, the feeling 
that it has been forced to settle 
for second best is difficult to 
dispel By bidding too low last 
year for market leader SJ). 



Alain Soulas: ‘at least -five 
more years of growth ahead' 


Warren (Arjo is believed to 
have offered $l.4bn, well below 
the SLfibn bid from Sappi that 
Warren's parent, Scott Taper, 
eventually accepted), critics 
say Arjo missed a wonderful 
opportunity. 

The Newton Falls boated 
paper mill is a “necessary 
diversification", ‘ says Mr 
Brown of Warburg: ^Bot it’s a 
shflwp they didn’t pay up ear- 
lier and buy the best" 


RESULTS 


HSSH agrees bid 


The board of Holland Sea 
Search Holding, the Dutch oil 
and gas company, has recom- 
mended acceptance of the bid 
from Cairn Energy, the inde- 
pendent UK oil producer. 

Cairo has offered FI 0.35 
cash per share or FI 4^35 plus 
two new Cairn for every 25 
HSSH shares. Cairn has 45.4 
per cent of HSSH, and options 
on a farther 5228 per cent. 
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East-west stock transfers 
‘distorted copper market’ 


By Kenneth Goocfing, . , 

MW n g Correspondent 

Huge net transfers of stock 
between the west anfl the for- 
mer eastern bloc have created 
modi more distortion in the 
global copper market than the 
recent interest of the invest- 
ment funds, suggests the 
Bloomsbury Minerals Econom- 
ics consultancy organisation. 

Its detailed analysis also 
throws mote light on the 
recent activities of the Chinese 
in the copper market and 
reveals that China will have 
raised more than uS$200m of 
badly-needed foreign exchange 
from this year's sales of copper 
from its so-called "strategic 
reserve”. 

These stocks originated two 
years ago when the Chinese 
economy was booming and tts 
imports of refined copper were 
running, at. 200,000 tonnes a 
year. Analyst Mr Peter Hol- 
lands in Bloomsbury's latest 
Copper Briefing Service, says 
that, believing copper prices 
were at the bottom of the 
cycle, C hines e government 
agencies bought futures con- 
tracts for about 200,000 tonnes 
of copper, to guard against 
anticipated price increases. 
The Chinese paid perhaps 
US$2400 a tonne so the total 
value of the capper would have 
been about $420m. ’ 

By late 1993 prices had fallen 
to $1,650 a tonne and the losses 
on the contracts, which had 
been rolled forward, would 
have been ahoct $90m. The 
government agencies decided 
to take dehvery of the 200,000 
tonnes of copper, which late in 
1993 and early 1994 was deliv- 
ered to banded warehouses In 

flhfna and ff pi s did not a ppear 
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in trade statistics. At this stage 
the stocks began to be 
described as a "strategic 
reserve”. 

Mr Hollands points out that 
this was not the only east-west 
transfer of stocks taMng p)^ 
at that time. Chinese commer- 
cial stocks were also 50.000 to 

75.000 t onnes above their nor- 
mal level by the end of 1993 
and between October 1993 and 
June last year Russia's Norilsk 
increased its stocks by 75,000 
tonnes. Consequently, in only 
nine months eastern bloc 
stocks nearly doubled from 
about 280,000 tonnes at end- 
September 1993 to about 

555.000 tonnes consumption by 
end-June 1994. 

D tiring the -sam e months, 
western stocks fell by 395,000 
tonnes or from 84 weeks to 6.1 
weeks of consumption. "The 
bull market roared away and 
the investment funds were 
drawn in. 

"But only 30 pa- cent of the 
west’s initial stock drawdown 
represent a true deficit, while 
70 per cent represented a stock 
tr ansfer to the east Neverthe- 
less, the bull marfrpf was not 
Just an illusion - a large global 
market deficit did eventually 

emerge,” Mr Hollands points 
out 

However, in the third quar- 
ter of 1994. the Chinese com- 
mercial sector de-stocked and 
Norilsk transferred its surplus 
copper to the west. This gave 
the bull market its first big 
correction. By December last 
year eastern bloc stocks would 
have fallen to 400,000 tonnes 
(15.3 weeks consumption) 
while western stocks were 
about l.485m tonnes (6.8 
weeks). 

Daring the early part of this 


year it began to seem as if the 

bull market could end as early 
as mid-1995 instead of next 
year and China’s State Reserve 
Bureau feared it had only four 
or five months to sell the stra- 
tegic stocks before prices 
slumped. The domestic market 
was not big enough to absorb 
all the stodc and at least half 
would have to be exported. 

"We suspect that as early as 
mid-April political approval for 
the exports was obtained and 
that 80,000 tonnes was sold for- 
ward on the LME at $2 £50 to 
$2,900 a tonne. About 20,000 
tonnes was sold shortly after- 
wards on to the Shanghai 
exchange, we believe, thus sub- 
stituting for $50m to $60m 
worth of current import 
needs.” 

Bloomsbury suggests that 
the gross profit on these sales 
was 30 per cent but, when the 
cost of financing stocks for two 
years is taken into account fire 
true margin was nearer 15 per 
cent "A 15 per cent margin 
can vanish very qui ckly in a 
bear market hence the hurry, 
and hence the hasty reexports 
from a country which will 
remain, longer term, a net 
importer. 

“When analysts were worry- 
ing about what would happen 
when the funds turned bearish, 
they should have been worry- 
ing about the Chinese State 
Reserve Bureau. 

"FOr analysts, the message is 
clear, stop thinking about 
western balances and east-west 
trade [in metals] and start 
thinking of global balances.” 
Copper Briefing Service: 
monthly - £695 or US$1,095 a 
yearfrom Bloomsbury Minerals 
Economics, 70 Marchmont 
Street. London WC1N 1AB, UK 


Chilean output goes onwards and upwards 

The new min es and planned expansions are only the begining, writes Jonathan Eley 

S tanding at the rim of the Construction has already siderable extra construction, concentrates operation could limit the size of Cofiahuasi 

giant Escondida copper started on the El Abra project, whereas only the new pads be developed if the economic says one observer. The cost 

mine and peering into which will be followed by the were need to move to 60,000 conditions were right. Both building transmission lin 


S tanding at the rim of the 
giant Escondida copper 
mine pud peering into 
file crater, file 240-tonne haul 
trucks look like children's 
toys. Smaller vehicles are 
barely visible on the ramp, 
itself the width of a motorway, 
which leads out of the mine to 
the crushing plant. 

The noise of heavy diesel 
engines at work is incessant 
and every so often the ground 
trembles as another section of 
pit wall is blasted away, yield- 
ing thousands of tonnes of ore 
for the scoops and shovels. 

In around one year’s time, 
this will overtake Chuqui- 
camata to become the single 
biggest copper mine in the 
world, producing over 800,000 
tonnes eacb year. Some observ- 
ers believe its final output will 
be in excess of lm tonnes annu- 
ally. For many. Escondida epit- 
omises what Chile's mining 
boom is all about - interna- 
tional companies co-operating 
in an investor-friendly econ- 
omy to exploit some of the best 
quality copper deposits in the 
world. • 

Escondida was the first of 
the current rash of modern, 
large-scale mines in Chile. Dur- 
ing 1994, Cerro Colorado and 
Quebrada Blanca started up in 
the north of the country. US 
company Phelps Dodge's La 
Candelaria mint* was inaugu- 
rated earlier this year and Zal- 
divar, developed by Canada’s 
Placer Dome and Outokumpo 
of Finland, will follow soon. 


Construction has already 

started on the El Abra project, 

which will be followed by the 
even larger Cofiahuasi. These 
two super-projects between 
them will add another 600,000 
tonnes to Chile* s output by 
the end of the decade, while 
smaller developments and 
expansions at gristing - mines - 
both state-owned and private - 
could easily add another 

400.000 tonnes. 

Cerro Colorado, developed by 
Canadian m ining group Rio 
Algom. is first in line for 
expansion. The company is 
already in the process of 
installing three new leach pads 
to take output from the cur- 
rent 40.000 toones a year to 
around 60,000 by the end of 
next year. Many observers see 
this simply as a natural pro- 
gression - almost a completion 
of the initial development - 
and are expecting a more sub- 
stantial expansion following 
the company's recent 
announcement of a Urge 
increase in proven reserves. 
There has been no word from 
Rio Algom officially, but engi- 
neers at the mine hint strongly 
that output could rise to 

100.000 tonnes a year before too 
long. 

“The new reserves have 
pushed the mine-life back out 
to almost 30 years, and the 
oxide to sulphide ratio has 
moved closer to 50-50 which 
improves the 6000001108.“ says 
one. adding that a further 
expansion would require con- 


siderable extra construction, 
whereas only the new pads 
were need to move to 60,000 
tonnes a year. 

Cerro wQl no doubt be keen 
to perfect the bacterial leach- 
ing process it uses before mov- 
ing ahead with a larger expan- 
sion. The bacterial process, 
which uses bugs to convert sul- 
phide ore into azides, which 
can be processed using solvent- 
ex traction/electro- winning 
technology, has proved highly 
sensitive to temperature and 
acidity, and it has taken Rio 
Algom some time to find the 
ideal conditions. "We started 
th e pads during the winter and 
found that the temperature 
within t h»m was only around 
13°C,” said one engineer, 
adding that once the weather 
had wanned up, evaporation 
losses had been a problem 
because of the extremely low 
humidity of the Atacama des- 
ert. 


A slightly variation of 
the leaching process is 
used at nearby Que- 
brada Blanca, operated by 
Caminco of r-anadV The com- 
pany says its recoveries are on 
target, but it is not planning 
any output expansions. “There 
are 293m tonnes of oxide ore 
underneath the sulphides, but 
the grade is 05 per cent so we 
won’t be leaching that nn7ess 
there’s a major technological 
development,” says mine man- 
ager Mr David McMurdo, 
adding that a conventional 


concentrates operation could 
be developed if the economic 
conditions were right. Both 
Quebrada Blanca and Cerro 
Colorado are planning to leach 
their waste dumps in the next 
few years, although this will 
not add materially to their out- 
put. 

La Candelaria, recently inau- 
gurated in an high-profile cere- 
mony attended by Chile’s min- 
ing minister, is also almost 
certain to expand its output 
Observers say the facilities 
there have obviously been 
designed with this in mind, 
and its current 34-year mine 
life allows plenty of scope for 
output to be raised from 
120,000 tonnes a year to at least 
240.000. “I think there could 
well be an announcement 
before the end of this year,” 
says one recent visitor to the 
mine. The older Los Bronces 
tutttp near Santiago, operated 
by a subsidiary of Exxon Min- 
erals, could also boost output 
in order to lower its average 
costs, although Exxon has 
stressed that it is not yet con- 
sidering any such expansi on. 

Still to come are several 
small and middle-sized pro- 
jects, such as Leo nor. Lomas 
Bayas and Andacollo. as well 
as the monster El Abra and 
Cofiahuasi mirtpR. 

The development of so many 
major projects in the inhospita- 
ble desert poses its own prob- 
lems. especially in terms of 
infrastructure. "Power and 
water is what will ultimately 


limi t the size of Cofiahuasi,” 

says one observer. The cost of 

building transmission lines 
4500 metres above sea level led 
Cominco to build its own 
power plant for Quebrada 
Blanca, but Cofiahuasi will 
need much more power. The 
mine win also get through over 
1,000 litres of water a second, 
and the Chilean authorities are 
now studying a report on the 
impact of sourcing this from a 
lake that is also a breeding 
ground for the Andean fla- 
mingo. Acid for Cofiahuasi wifi 
be imported through Mejil- 
lon.es, which will also be the 
point of entry for the require- 
ments of Zaldivar and El Abra, 
while cathodes will be exported 
through the congested flatting 
port of Iquique, as are those 
from Cerro Colorado and Que- 
brada Blanca. 

However, the quality of 
deposits and the support of the 
Chilean authorities has so far 
encouraged mining companies 
to overcome such natural 
obstacles - witness the build- 
ing of a 150km concentrates 
pipeline from Escondida to the 
coast It looks a safe bet that 
physical barriers are not going 
to stop such projects from 
going ahead and boosting the 
output of the world's biggest 
copper producer by another lm 
tonnes a year by the end of the 
decade. 

Jonathan Eley is Assistant 
North American Editor, Metal 
Bulletin. 


Central American’s meet to shore up coffee alliance 


Oil prices claw back losses as US stocks fall 


World OIL prices clawed some 
recent losses yesterday, sup- 
ported by constructive US 
Stocks dab* 


a barrel after both the Ameri- 
can Petroleum Institute and 
the Energy Information 
Agency said US gasoline stocks 


North ^Sea Brent blend fen last week - contrary to 
futures moved back above (18 many dealers’ expectations. 


At the London Com modit y 
Exchange robusta COFFEE 
futures ended sharply lower on 
hedge-linked selling and a 
steep slide in New York. 
Compiled from Renters' 


Five Central American coffee 
producing nations are holding 
an emergency one-day meeting 
here today in an attempt to 
shore up a fragile regional alli- 
ance and stabilise markets, 
reports Renters from Teguci- 
galpa, Honduras. 

The host nation is expected 
to join Costa Rica, El Salvador 
and Nicaragua in an effort to 
persuade Guatemala to return 
to a regional coffee export 
retention plan to m aintain 
prices. 


Guatemala recently with- 
drew from a Central American 
scheme to retain 20 per cent of 
exports and aicn remains unde- 
cided whether to participate in 
a similar global plan. 

On Tuesday Guatemala’s 
Council on Coffee Policy made 
no decision about its participa- 
tion in the international 
scheme that is backed by the 
Association of Coffee Produc- 
ing Countries. The ACPC plan 
began June L 

Guatemala’s wavering may 


pave the way for neighbouring 
nations to persuade it back 
into file fold, although repre- 
sentatives are playing down 
the importance of the meeting. 
They say the focus is not 
totally on Guatemala’s position 
and that a variety of topics wifi 
he riisrticmfl- “But Guatemala 
is on the agenda.” one Hon- 
duran representative con- 
firmed. 

Central America has 
emerged as an important coffee 
producing bloc, averaging 
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Precious Metals continued 
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MEAT AND LIVESTOCK 
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Jd 30450 -0925 37200 35900 4/80 1402 

Aog 35.425 -0950 30250 35000 2953 783 

FI t 4S750 -0250 S0JJ00 49900 275 51 

He 40700 +0450 49975 40700 32 3 

49550 +0200 49550 49400 7 3 

TMd TJB59 2A8S 


Lewi Mr 1 * 

Price dneoa Hgti 
19.16 +010 19-18 
1099 +007 1992 
1890 +005 1896 
10£Z +09T 1571 
1843 +003 1846 
1M7 +003 18A7 

DE OB. IPE (HbamQ 


1995 88/526 41205 
1891 45430 19278 
1575 32979 8978 
T&S2 19963 2981 
1843 17.434 1908 
1043 23479 0288 
3324*1 BOOT) 


1744 +006 ISOS 1748 44,183 19430 


M 581ft -Oft 584/0 5868) 53549 25989 

Aoff 58K2 -02 SSBM 5SW> 1M« T9S5 

Sop 802ft +0/2 8048) 597/0 7,188 889 

am 81072 *02 8100 604 ft 52.043 13956 

Jm 617/4 +1/0 Sian 612/4 4276 IBS 

Mr 624/6 +1/2 6268) 619H 1,496 283 

Total 1429*7 43,187 

■ SOTABEAH OIL COT pOQOObs: certsflb) 

M 2063 +023 2070 2012 26 AG 8472 

Aop 2049 +016 2050 2003 125*4 1204 

2047 +019 2050 2005 9,123 724 

Oct 2641 +016 2042 2650 8,098 242 

Me 2087 +020 2629 2391 17,718 2,477 

Jm 2031 +018 2031 2090 1,128 5 

TOM 74ft» 13510 

■ SOYABEAN MEAL CSTflOO tone; Vlon) 


Total 33285 4922 

■ COffg ‘C’ CSCE P7400ttg; centa/lbe) 

M 15016 -050 15720 14050 10080 4,326 

SM 16295 -045 150.40 15120 11,720 1,795 

Dec 1602S -085 150-25 155.10 5957 368 

Mr 15790 -890 16190 15790 2.483 106 

Hay 15920 -890 - 193 6 

Jtd 19840 -690 - - 24 3 

Total 35988 8902 

■ COPFBE PGO) QJS canta/pound) 

Jm 6 Price Pm. day 

Comp. (Sadr 14795 14995 

15 Oaj »erage 15Q20 15094 

■ Ne7 PREMBIM RAW SUCAH LCE fcenfaflba) 

Jd 1327 - - - 2260 

Od 1043 

Jm 1325 

liar 10.10 - - - 2900 

Total 49m 

■ WMTE SUGAR LCE ff/tanna) 


Close 
Pnotoua 
HgMw .. . 

AM Official 
Kdfb-daee . . 
Open bit 

Total (My turnover 


2087-70 ’ 2845-48 

- 2881-82 " 2857-58 

2873/2872 .285887838 

2872-73 . 2852-63 

2868-9 

236773 
79991 - 


+009 

1775 

1762 38,153 10537 

Jri 

1704 

-10 

173J 

17 ZD 3*372 

*130 

toe 

3557 

+17 

3587 

35*5 10734 

636 

+003 

17J1 

1742 10462 

5.753 

tog 

17*3 

-1.1 

1760 

17*1 12*43 

2,428 

Oct 

3000 

-17 

3027 

3000 

5.457 

148 

+OD1 

17J8 

17J4 15401 

2A53 

top 

176.4 

•08 

177.7 

1761 10739 

774 

OK 

28*5 

-27 

2865 

28*5 

2796 

10 

+006 

17J1 

17J4 5,112 

1025 

Oct 

1783 

•06 

1767 

1761 9784 

135 

■tor 

2808 

-22 

2827 

2807 

2727 

60 

+004 

1773 

17.18 11A90 

2, 956 

Dec 

182.1 

-08 

1B3.1 

1817 15728 

1754 

Mat 

2860 

-27 


■ 

428 

- 



14*M1 

4BJB 


182A 

•08 

Iffli 

1827 1786 

57 

tori 

2857 

-27 


- 

198 



■ U/iTAM OlSelal Mreta: 19BQ2 

LEE daring Eft rate; 1J81B 1 

SpaUWS 3 mU*12BZ2 B mte1-587a BnAK15820 

■ HIGH GRADE COPfg pOMBQ __ 

Days Opm 

■ amp *+ . to* » 

JM. 13425 +190 13490 13*20 1&* 22S 

M 133.70 +1-70 13*30 13130 2*928 2977 

Am 132.15 +1-70. 132.15 131-10. .679 12 

si J, m7S +140 13190 12820. 8938 1938 

Oct 12825 +120 ■ 881 ST- 


DpysHbh 
Days Low 


PRECIOUS METALS 

a Loroow bulupw " MKet 

Prices «jpp6ed by M M RuImcNH O 

Gflldptyoo} S Price SFr«8*» 

Quae - 38S.71M86.ia 

OoerAw 38*90-384^0 ' / •__ 

SSJiU . 384^ M19« 44M7B 

AlWnwiftc 38590 24Z9S2 44&S72 

Day's High S8fc2Mflftao 

Days Low 38*90-38490 

Previous cfcpa 3843038460 ^ 

Loco Ldn Mean OoW Lemfing W— 

1 monBi .—air 6 mortha - 

2 momte 5.10 12 mortfts 

3 months -- ■ 6 06 

9toer. F* 08 £3*' 

- ’ - • 335.70 -■ 53390 

£!■. ^ 

6 months ?47-“ 

1 yea 35890 56a« 

Gold Catos ■ 

3SM88 242-244 

.UoPblmt 30 ^ a45 SM8 

New Sovereign 00-88 


WEATMO OIL tWHBC (CJ00 US gate; CAB Jrt) 

Uteri Mya OpM 

Price dwge ffigh tar U Vri 

JM 4895 -095 4825 4990 30926 10933 

Mg +855 - 4PJS 4948 15498 3.130 

Sap 5020 +0.10 8090 8025 12,134 «2 

Oel 51.15 +0.10 5120 51.70 5&0 477 

Mbs 5390 +4.10 5290 5290 5970 SB 

DM 5325 - 5295 5290 18911 1.707 

TMri 111434 189*8 

■ OAS OIL K (SnmM 2 

San My» Opm 

price dmaga Bod tar W M 

Jm - 15*25 -025 15590 35390 16280 UTS 

JM ' 15290 - 15390 151.75 25238 9,11* 

AM 15300 - 15326 15290 13471 1985 

Sap 15*75 - 15625 15490 8,707 12*43 

Oct 15790 +02S 15790 15790 4272 87 

Dec 160J5 - 16076 16090 9/78 603 - 

Tatal «985 2D946 

■ HJCTURAL QASWWEX P0J00 bbEBu- Pmflguj 


■ POTATOES LCE (E/teane) 

am 859 

Mr 1079 

Apr 111.7 +22 111.7 11O0 

My 1369 - - 492 

JM 1509 - - - 4 

Trial 466 

■ HtBQHT (gffEX) LCE ffltttodex potoQ 


m SUOAR ir CSCE fl 12.00CB« cartrittat 


. 

Jri 

1178 

-02S 

11J9 

1175 4373513743 


Oct 

1070 

-006 

1015 

1078 40771 7.463 

_ 

Her 

975 

-077 

973 

685 23700 3,113 

39 

*toj 

689 

-074 

973 

979 7J71 906 


Jri 

687 

-073 

Q 0? 

977 6770 842 

» 

Oct 

Triri 

670 

-075 

675 

670 27*1 480 

12058026780 


LONDON TRADED OPTIONS 

Strike price S tonne —-Cate— — Pota — 

■ ALUMINUM 

(99.7%) LME Sep Dec Sep Dec 

1700 131 152 58 94 

1800 81 114 105 143 

1900 47 78 168 204 

■ COPPER 

(Grade A) LME Sep Doc S»»p Dec 


2800 

2800 

■ CGI FIX LCE 

3050 

3100 

3150 

■ COCOA LCE 

950 

875 


LONDON SPOT MARKETS 

■ CRUDE OIL FOB (per barrel/J>9 +<ir- 

DrtM 518.72-S.r7k +0.035 

Brant Bland (detaffi S1&05-8417 +0995 

Brant Stand prt) S17S5-7.87Z +0.095 

W.TX (1pm ori) S1S.12-9.14z +0.130 

■ OC PRODUCTS NWEpranex deBv«y CIF (tome) 


Sep 

Dec 

Sep 

131 

152 

58 

81 

114 

105 

47 

78 

168 

Sep 

Dec 

Sap 

105 

141 

30 

102 

93 

65 

ce 

SB 

117 

Jri 

Sep 

Jri 

15 

122 

272 

11 

112 

318 

7 

102 

384 

Sep 

Dec 

Sep 

40 

74 

46 

30 

62 

61 

22 

5 e 

78 

Jri 

Oct 

Jri 

44 

60 

1 

13 

42 

T6 

1 

27 

59 


Ja 

1910 

-25 

1955 

1910 

.531 

64 

— 

Jri 

1790 

-10 

1830 

1785 

9*1 

08 

Jri 

tog 

1787 

-28 

1815 

1787 

- 

20 

Oct 

Set 

■ 1785 

-20 

1820 

1785 

1.306 

25 

Dae 

JM 

1758 

-15 

1750 

1750 

588 

a 

Mar 

Art 

1750 

-IS 

1780 

1750 

49 

10 

Mr 

ratal 






278 

Jri - 


Ctaa 

Re* 





Total 

an 

2DM 

2025 





■ O 


i.17 8 morths - 

; 10 12 morths 


p/koyaz. 

335.70 
34055 

345.70 
35690 
S pri» 


USctaequh/- 
53390 
64096 
547.05 
560-40 
£ flquiv. 
242-244 ■ 


M - 1707 4QAZ1. 1-710 1980 27 JBI 13J42 

AM - 1.77D +09t0 1.775 1J5Q 20JB1 8948 

sap ■ 1904 +0910 1903 1987 18916 2481 

Oct ' 1920 +0906 1920 1915 13419 ZOfiO 

Mr 1993+0005 1997 1985 8^86 52B 

OK 1381 -09 02 1985 1988 H358 832 

KM 1444» 28471 

■ UNLEADED OASOUW 

miBncjoous^uBmsgeacj 

Utaft 0 W» ' flpae 

■ grtee Asm* mp .lam tat 1M 

M 82.10 +071 8245 8125 38.101 17.178 

AH 59.16 +045 5090 5880 18924 4982 

Sap 57.15 +030 5798 57U 0962 1963 

Oct 5595 +020 S.10 5900 3^81 624 

Mr 1 54.46 +030 - 2084 10 

Mo 5890 +020 6395 5370 3.138 ' 17 

Trial 88,121 MJ85 


■ COTTON NYCE p0,00aas; ccrta^ 

Jri ’ 11195 +390 11195 10*20 14,628 *9S7 

Oct 6892 +390 6892 8790 8732 1913 

Dae 82.78 +390 8278 8030 29934 49*8 

MW 8390 +390 8390 8190 10383 212 

Mg 8*40 +390 8325 8226 3933 101 

Jri 8496 +390 8495 8495 1980 7 

TOM 7D980109M 


Jut 10800 -190 101-20 97 JS 11,773 3901 

Sap 10490 .190 1065) 10225 9921 2266 

Me 10473 4125 10590 10325 213) 338 

Jeo 10796 +095 10880 10590 2956 109 

Mar 10880 *070 IOOJO 10890 835 62 

May 11290 +4X70 - - 429 2 

TOM 2793* 8988 


FYemtom Qasotaw 
Gas 06 
Heavy Fuel OB 
Naphtha 
Jet tool 


5200-202 

$165-166 


Naphtha S1BB-181 

Jri tori $187-188 ‘ -1 

□testa $166-150 -05 

Aadna Arnu e. 7 m London pint SSO 8732 

M OTHBt 


39896^38845 

90-93 


1894 Crap priced from Kentoco Group; US S 
per tame: harden PtatacHoa 28/30 tmm fri 
shefi) naiurrily opened (rcuid) 3900 FOT^P; 
arm. US rimonds ^hritac^ 23/25 fPS91 6,400 
G&F MSP. 1996 crop eadnute.tow than 
oapecM et rixut 200L0D0 tomas. US walnuts 
phoSed) Sqm hrivw end {Mon 4900 FAS 
Critfomlae wet, mm weather he* raised fen 
of bi^it kxfian can ha w e. raw. W32Q, 5 £SO 
FOT fiffiP, Ann. Ttatosh hazefrut hemria, 13/15 
standard la 3980 GSF MB’; new crop 3900, 
on ffioqm damage faara. Punp«i seed: 
Ctrinan anew atoite I960 C&F MEP. fkm on 
wuthtfawri at 13% export aUxtof, ftosrian 3/ 
W. tong, 2,450 FOB MB>. Surttourar saads: 
Kansas 1984 crop 800 OF MS> 1996 crop 
900; N Dofaata, round, TOO; lanril 1950; new 
crop totfeate ri 1950. Bnefl nuts, 3900 OF 
- AB*. ftnt 


VCUJICDATA 

Opsn Waraa mti Voturm data shown tor 
contracts traded on COMEX NVMEX CST, 
NYCE, CME, CSCE and PE Crude CM are cm 
day in amen. 


INDICES 

■ ftBJTHtStBaag laA'BI-IDO^ 

Jim 7 Jun 6 month ego year ago 
2301.1 23029 23019 1879.9 

■ Cm Mmm Paoa 1 967-1 00j 

Jot 6 Jun S month ago year ego 
234.06 23448 23198 23891 


Gold (per troy aq$ 
SHrer (per troy Ozyf> 
Ptatfnum (par troy az.1 
Pritadum (per troy ozj 
Copper (US prod.) 

Lead (US prod.) 

Tin (Kuala Lisrpu) 

Tin (New YoriO 
Cadfe Jhw wa UH) l 

Plga pve wrigrtlT 
Lon. day auger (raw) 
Lon. day sugar (wt^ 
Tats & Lyle export 
Barley pig. feed) 

Mate* (US No3 YbIow) 
Wheat (JS Darit North) 

Rubber tW)F 
RiiAar (AugJV 
Rubber (KLRSS Not) 
Coeanut O* (PrtQS 
Prim 01 (Malays 
Copra (Ph^ 

Soyebeans (US) 

Cotton Oufloofc'B - Index 
Wsritops (84# Super) 


E per brw irtoas oSwraba taritaL p poneeAe. c cenwfc 
r rtngtfUl®. m Mwlraalan trantaA» u Msy/Jm w Jun, z Jri 
y Jn/Jri q May ¥ Lonctor Phyricri § CF fWtartam. * 
Buflon martat cktea. ♦ Shwp wta^rt pleat). * 
Charge an wetat 7 Prion n ter pravku dv. 


about 10m bags (60kg each) a 
year out of global production 
of 80m-90m bags. That total is 
only slightly behind Col ombia, 
the second-largest grower after 
Brazil. 

Consequently, Central Amer- 
ican coffee policy is now an 
important factor in global mar- 
kets. Guatemala's withdrawal 
from the retention scheme pro- 
voked an immediate drop in 
coffee prices and provoked 
harsh criticism from other 
Central American nations. Mr 


Ruben Pineda, executive direc- 
tor of the Salvadoran Coffee 
Council said it was "an act of 
malice". 

Mr Willy Zapata, president of 
the Banco de G uatemala and a 
member of Guatemala's coffee 
council saiH thin week that his 
country had already sold SO per 
cent of the 1994-95 harvest 

"My position is that we 
should not retain,” he said. 
“How can you go into retention 
when you have already sold 
your coffee?" 



CROSSWORD 

No.8,782 Set by HIGHLANDER 

P I |2 I [3 | |4 I Is H I (7 1 rr 


ACROSS 

1 Fight cancelled: freeze tickets 
supplied here <397 

6 Go back into small business 
that’s fraudulent ( 5) 

9 Sickly looking newspaperman 
faded away (6) 

10 Tropic island grain crop (9) 

11 Transfer overseas people to 
front part of the carriage (10) 

12 Small room in church com- 
pleted by two novices (4) 

14 Stealthy mover with bow lost 
even Robin initially CD 

15 Most favourable environment 
for basic chemical substance 

CD 

17 Bears down on publishing 
houses (7) 

19 Hen lost at sea in Cornish 
resort (7) 

20 One point each way? (4) 

22 Copies wall arrangement in 
bed linen (10) 

25 Initiator of action in clear dis- 
agreement (9) 

26 Fays careful attention to seed 
broadcast fay Henry (5) 

27 Make connection at univer- 
sity match first (5-2) 

28 Primate allowed back before 
your old-style thought trans- 
ference (91 

DOWN 

1 Bent over - it's overnight 
dampness, old boy! (5) 

2 Phone box smashed up by 
English person hating for- 
eigners (9) 

3 Supporter of US-style consti- 
tution fears it led to break up 
(10) 

4 Non-native inhabitant pro- 
ceeds over river (7) 


5 Old vessels cover eastern 
stretch (7) 

6 Tempt graduate with sex (4) 

7 Fumble for thicker version of 
G-string? (5) 

8 Very short suit? Put vest on 
O) 

13 Chaps with it get university 
post (10) 

24 Sprinkle liberally with canna- 
bis from small container on 
table (9) 

16 Outward-looking, possibly 
wide, semi-vertical at the end 
(9) 

18 Goes up mountain - expertise 
mostly provided by team 
leader (3,4) 

19 Giving assistance with male 
recording (not quite com- 
plete) (7) 

21 Fishes travel across ice (5) 

23 Try to express first signs of 
sex appeal (5) 

24 Suddenly break photograph 
showing vessels overturned 
(4) 

Solution 8,781 


□□□DOS QQQEHmQB 
S0Q00OHQ 
BHQHDQQDCjD □QDQQ 
HQQQDQHE 
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INTERNATIONAL CAPITAL MARKETS 



Losses fail to dampen European sentiment 


By Conner MkfcteJmann 
to London and Lisa Brensten 
to New York 


Europe’s government bond 
markets took a breather yester- 
day, consolidating after weeks 
of solid gains on profit-taking 
and weaker US Treasuries. 

However, sentiment remains 
positive and most dealers saw 
yesterday's losses as a pause in 
the rally rather than a rever- 
sal “The prospective US slow- 
down, the deflation drift in 
Japan, ant? a slower pace of 
recovery in Europe all add up 
to a positive picture for 
bonds,’' say analysts at Bear 
Steams. “All this paints a 
fairly positive picture for both 
European bonds and conver- 
gence for Europe in the 
medium term.’' 


pointed those dealers who had 
hoped for a more aggressive 
easing, and prompted profit- 
taking in the bund market as 
well as bolstering the D-Mark. 

Still most traders remain 
confident that the repo rate 
will be allowed to edge down in 
co min g weeks, given Ger- 
many's slowing recovery, sub- 
target M3 money supply 
growth, the D-Mark's strength 
and receding inflation risks. 

Next week’s Group of Seven 
meeting could fan hopes of 
more aggressive German rate 
cuts. 

“In the run-up to the meet- 
ing there could be the suspi- 
cion that the Bundesbank 
might make a pre-G7 move" at 
its council meeting next 
Wednesday, said Ms Ros Lif- 
ton, of Daiwa Europe. 


year UK yield gap over Ger- 
many widening by three basis 
points to 139 basis points. 


■ The higher-yielding markets 
posted the biggest losses, hit 
mostly by currency weakness, 
causing their yield spreads 
over bunds to widen out after 
recent narrowing. 


GOVERNMENT 

BONDS 


will be l.OOObn roubles, and the 
first quarterly coupon will be 
52L88 per cent,” said Mr Konst- 
antin Korishchenio, deputy 
head of the central bank’s 
securities department 
So far the government has 
issued treasury bills with 
three, six and 12-month maturi- 
ties, an a discount basis. But 
the bonds will pay interest 
based on the yields of T-bills 
maturing within 30 days of the 
coupon date. 


Italy’s 10 -year bond future 
dropped by L13 point to 100.49, 
with the spread over bunds 
widening by 12 basis points to 
568 . Spain’s 10-year bond 
future fell by 1.07 point to 
86.98. 


■ A one-basis-point decline in 
the Bundesbank's two-week 
repo rate to 4.50 per cent disap- 


■ UK gilts underperformed 
bunds on profit- taking after 
their recent rally, with the 10- 


■ Russia will launch its 
domestic government bond 
market with a one-year issue 
on June 14, Reuter reports. 
'The volume of the first Issue 


■ US Treasury prices were 
flat to modestly higher In quiet 
trading yesterday morning 
with little economic data to 
give the market direction. 

By midday the benchmark 
30-year Treasury was A higher 
at 114% to yield 6.492 per cent 
At the short end of the matu- 
rity spectrum, the two-year 
note was unchanged with a 
price of lOOg to yield 5.583. 

There have been no sharp 


price movements since last Fri- 
day when the market rallied on 
the haolK of surprisingly weak 
employment figures. 

"You can't be excited every 
day," said Mr Peter HIrscb. 
head of the government bond 
desk at Salomon Brothers. 
“There isn't any new informa- 
tion and we have had several 
days to digest the old Informa- 
tion.” 

He said traders were waiting 
for crucial inflation data due 
out on Friday. Analysts expect 
the producer price index to 
have risen 0-3 per cent in May. 
which would imply year-on- 
year inflatio n of 2.6 per cent 

If the number is significantly 
higher. Treasuries could be 
subject to a sharp correction 
because the market bas 
already priced in an e a si n g of 
monetary policy by the Federal 
Reserve, and hints of inflation 
would mafci* such a move by 
the central bank less certain. 


Traders braced for eurodollar offering from Italy 


By Antonia Sharpe 


With the ink barely dry on its 
enormous euroyen deal Italy is 
believed to be taking sound- 
ings from the market on a pos- 
sible eurodollar transaction. 

Syndicate managers said 
Italy would Ideally like to 
launch the deal before the end 
of the summer. Given that the 


INTERNATIONAL 

BONDS 


eurobond market tends to close 
down during August, Italy has 
about seven weeks at its 
disposaL 

Although a bidding group 
has not yet been set up, one 
option which Italy is thought 
to be considering is a $3bn 
two-tranche offering, one with 
a maturity of five years and 
the other with a 10-year matu- 
rity. If any mandate is forth- 
coming it is expected to be 
awarded to a house which has 
not led a dollar transaction for 


Italy recently. Italy has met 
more than half of this year’s 
foreign-currency needs of 
S10bn-S12bn equivalent with its 
Y550bn three- tranche deal. 
Two large transactions in dol- 
lars and D-Marks would com- 
plete the programme. 

Syndicate managers said 
Italy was also considering an 
offering in D-Marks but that it 
might have missed the boat 
given the flood of D-Mark issu- 
ance yesterday. 

Another offering in the pipe- 
line which was greeted with 
some surprise yesterday is a 
likely £75m 10-year offering for 
Mr Tony O'Reilly’s Indepen- 
dent Newspapers, which is 
unrated. Bankers Trust is arr- 
anging the deal, which is 
expected early next week. 

Merrill Lynch is bringing a 
S200m five-year offering for 
Xerox today at a spread of 
about 50 basis points over trea- 
suries. It is also arranging a 
debut floating-rate offering for 
NationsBank, the fourth-larg- 
est US banking company. The 



NEW INTERNATIONAL BOND ISSUES 


Amount 

Coupon 

Price 

Maturity 

Fees 

Spread Book runner 

Borrower 

US DOLLARS 

m. 

% 



% 

bp 

BBV Intemnttonal Finance^ 

100 

(a.ej 

89.82R 

Sep£004 

150R 

SNomcm Brothers IntL 

STERLING 

European Investment Bonk(H 

100 

8.60 

103^29 

Nov^OOl 

0JZ5 

+7(7%-01) HSBC Mariwts 

D-MARKS 

Badan-WOrtumbeig L-Fhvance 

l^bn 

8.76 

99.760 

Jurt2005 

0.326R 

+2418’A%-oq Dresdnec/ Morgan Stanley 

National Bank of Hungary 

500 

9.00 

99. TEL 

Jui2001 

050L 

-v244(B%%-01) Deutsche Bank 

International Finance Corp. 

500 

5l76 

99.681 H 

JiA2000 

025B 

+2O(BVi9b-O0» Deutsche/ JP Morgan 

DeutBcfis AiragWchsbank 

300 

175 

102.16 

JutJOOS 

250 

- Bayertsche Lande3bank 

GECC 

200 

5.675 

99J37R 

JuL2000 

CL25R 

+27(6^96-00) JP Morgan 

SWISS FRANCS 

Trance Telecom 

150 

4.625 

10140 

JuL1S99 

1.75 

Cra* Suisse 

CANADIAN DOLLARS 

LB HheJnland Ptaiz 

100 

8.00 

99.0760 

JUL20O5 

0.350 

+24(996-04) Paribas Capital Markets 

LUXEMBOURG FRANCS 
Kredietbank Luoentoourg 

2bn 

6.60 

10245 

JUL2001 

TJ75 

Kredtatbanfc Luxembourg 

Cragem International Banfc(s) 

2bn 

BJO 

10245 

Juit2001 

T£75 

Cragem international Bank 

HncJ terms, non-calable unless stated. Yield spread (over relevant government bond) at launch euppted by lead manager, t 
Fk>at!ng-rat» note. Ft fixed re-offtr price; fee 3 shown at re-oftar fevel. L: Prictog leveL a) 6-mth Ubor +40bp. b) Fungfcte wfth C200m. 

Plus 225 days accrued, s) Shot 1st coupon. 








five-year deal with a margin 
over Libor in the mid-20s, will 
raise at least 8500m. Mr John 
Mack, NationsBank's trea- 
surer, said proceeds would 
fund the bank's non-bank con- 
sumer and commercial financ- 
ing operation. 


L-Bank’s DMU5bn. offering of 
10-year global bonds duly dom- 
inated the D-Mark sector, 
which was in danger of becom- 
ing saturated after yesterday’s 
DM3bn worth of issuance. 

However, the fact that the 
bonds were priced to yield 24 


basis points over German gov- 
ernment bonds, as opposed to 
the original talk of 20 basis 
points, suggested that demand 
from Asia for D-Mark paper 
was not as ferocious as some 
syndicate managers would 
Him. 


Code of 
practice on 
derivatives 
due soon 


By Richard Lapper 


A code of practice to guide 
investors and financial manag- 
ers in their use of derivatives 
is being drawn up by the 
Futures and Options Associa- 
tion, the UK futures industry 
trade association. 

A draft is to be circulated to 

associations of investors and 
corporate treasurers later 
this month, explained Mr 
Mark Harding, chairman of 
(he FOA’s working group on 
derivatives. “The code is 
designed to provide a practical 
and cost effective guide for 
end users," said Mr Anthony 
Bel chambers, executive direc- 
tor of the FOA. 

Mr Harding said the code - 
likely to consist of between 25 
and 30 pages - would provide 
guidance for Minpiiniw an the 
policies and procedures they 
should follow when using 
derivatives. 

Among areas covered will be 
rwm mingndaHniM; an checking 
procedures and the type of 
information managers should 
report to boards. Other chap- 
ters will cover credit and 
counterparty risk and legal 
risks. 

"The importance of this kind 
of approach has been high- 
lighted by recent litigation in 
the United States,” explained 
Mr Harding. Most existing 
work in the area - by institu- 
tions such as the Group of 
Thirty, the Washington-based 
think-tank - has focused on 
the needs of financial institu- 
tions, he said. 

"We want to give the direc- 
tor of the average public com- 
pany an idea about the sort of 
things he shnolri be asking,” 
said Mr Harding. 

The report, however, will 
not touch on issues relating to 
financial disclosure. Mr Hard- 
ing said these issues were the 
concern of the Accounting 
Standards Board. 


S&P launches 


'jpk ms 


more 
small- 
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By Laurie Morse 
to Chicago 


The investment designers' at 
Standard and Poor's are offer- 
ing yet another way for portfo- 
lio managers to break down 
the US equities market . 

They have come up .with a 
small-stock j p d e y that is more 
compact than its. more estab- 
lished smaU-capttallsatioh coin- 


DERIVATTVE 

instruments: 


petitors, the Russell 2,000 and 
the comprehensive Wiltshire 
Index. 

Mr A1 Neubert, Standard and 
Poor’s director of index prod- 
ucts, describes the SmallCap 
600 Index as “investahle”. “The 
Russell 2,000 is an excellent 
small cap benchmark; but for 
the purposes of trading it gets 
unusually cumbersome," -he 
says. 

His company selected Its 
basket of 600 stocks from a 
field of some 2,500 small stocks 
an the basis of liquidity, range 
of market values, and to 
achieve a broad representation 
of economic sectors. 

Mr Neubert says the result- 
ing 600 captures more than 50 
per cent of the market value. Of 
the small-cap segment While 
its simplicity may be appeal- 
ing, the market will "judge if 
there is a need for yet another 
US equities indiar Small cap 
stocks are not nearly as glam- 
orous as they were a year ago. 
since this year's record- 
breaking run in the US stock 
market has centred on larger 
companies. 

While the S&P 500 large cap 
index remains t hp b enchmar k 
for the US stock market as a 
whole, Mr Robert Merrilees, 
director of trading at the 
Chicago-based options bou- 
tique of G-Bar Limited, notes 
that the American Stock 


Exchange’s' options on an S&P 
403 index of mid-sized stocks 
have not 1 attracted- ^™ ffc 
volume.' That indicates there 
may; not be much df a -need 
for a small; cap: index," M 
says. <■ 

. Tim Chicago Board Options 
Exchange' tested the market 
this week, launching options 
on the S&P SmallCap 600 
Index. So for tbecontract has 
generated only a. handfol of 
trades. With . 53 . ’ different 
futures, and options, contracts 
now offered on domestic: stock 
indexes, options traders say 
- the' index market is reaching 
the point of:qverkfll and that 
many , of the indices, particu- 
larly ones that focus cm narrow 
. industry sectors, do : not have 
mass market appeal .•• _ 

The S&P SmallCap 600 
options will need to attract the 
attention hf some very large 
fund managers to survive. 
They may get more attention 
this autumn, when tire Chicago 
Mercantile Exchange rolls out 
a futures contract on the 
index. 

"Options traders need some- 
thing to use to hedge their 
risk, and many don’t want to 
get involved in outright stock 
positions, so a futures contract 
would help," said Mr Merrilees. 

Standard and Poor’s, mean- 
while, has even more indices 
on the drawing board. In a few 
months the company intends 
to intrbduce a “super compos- 
ite index” that will track the 
stock market as "a whole. It win 
combine the benchmark S&P 
500. the MidCap 400 and the 
SmallCap 600. for a composite 
of 1500 stocks. 

“The 1,500 stocks in' the 
super composite will reflect all 
4,500 stocks traded on the New 
York Stock Exchange,” says 
Mr John ZwingU, Standard and 
Poor’s vice-president for equi- 
ties services. and represent s? 
per cent of its market capitalis- 
ation. . . f. . 
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WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


■ BUND FUTURES OPTIONS (UFF^ DM250.000 points of 100M 


Coupon 


Red 

Date 


Price 


Day's Week Month 

change YUrid ago ago 


AustraSa 

7.500 

07/05 

91.7800 

-0.820 

8.74 

835 

9.68 

Austria 

7.000 

05/05 

100LB100 

-0.020 

638 

6.92 

7.85 

Belgium 

&500 

03/05 

95£000 

40.030 

7.15 

737 

737 

Canada ' 

9.000 

12/04 

107.0000 

-0.350 

7.93 

8.15 

832 

Denmark 

7.000 

12/D4 

93^000 

-0.440 

8.04 

812 

864 

France BTAN 

7.750 

04/00 

104.7500 

+0380 

6.85 

7.00 

7.41 

OAT 

7.500 

04/05 

101.2100 

-0340 

732 

7.45 

7.79 

Germany Bund 

6.875 

05/05 

1024000 

-0320 

8.54 

6.85 

7.04 

Ireland 

1x250 

10/04 

87.3500 

-0250 

833 

835 

833 

Italy 

0.500 

01/05 

88.7300 

-0.780 

1138T 

1137 

1280 

Japan No 119 

4. BOO 

06/99 

110.4£W 

+0.160 

139 

208 

261 

No 174 

4.800 

09/04 

113.1820 

-0.340 

281 

2.73 

3.42 

Netherlands 

7.000 

06/05 

1023800 

-0.360 

6.67 

6.73 

7.11 

Portugal 

11.875 

02435 

100.0100 

-0310 

11.85 

1138 

1237 

Spain 

10.000 

02/05 

92.3100 

-1.110 

11.31 

1136 

11.99 

Sweden 

8.000 

02/05 

74.6380 

-0.1SO 

1035 

1154 

1133 

UK GBts 

8.000 

08/99 

95-00 

-IQ/32 

7.42 

737 

839 


8 500 

12/05 

105-05 

—10/32 

7.77 

7.92 

843 


9.000 

10/08 

100-20 

-20/32 

7.82 

736 

843 

LIS Treasury ' 

6.500 

05/05 

102-30 

-7/32 

6.10 

632 

7.09 


7.825 

02/25 

114-18 

-3/32 

6.51 

6.69 

737 

ECU (French Govfl 

8.000 

(MAM 

89.8500 

-0390 

7.61 

7.75 

215 


Strike 

Price 

Jut 

Aug 

CALLS — 
Sep 

Dec 

Jul 

Aug 

PUTS 

Sep 

Dec 

9500 

189 

0.97 

1.16 

138 

037 

155 

274 

134 

9550 

140 

270 

IBB 

105 

148 

178 

197 

1.61 

9000 

031 

0.49 

0.67 

0.66 

279 

1.07 

135 

1.92 

Esl ml. total. Colls 3^94 Puts 5573. Pravloui day's Open me Cato 14665+ PUB 110284 



FT -ACTUARIES FIXED INTEREST INDICES 

FMce Indces Wed Day's Toe Accrued 

Jun 7 change % Jun 8 


UK Qltel 
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— Low coivon yield — — Medium cotton yield - — High coupon yield — 
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Italy 

■ NOTIONAL ITALIAN GOVT. BOM) (BTP) FUTURES 
(UFFE)* Lira £00m lOOtha of 100% 


1 

Up to 5 yaws (23) 

12273 

-108 

122 83 

241 

437 

5 yre 

7.50 

7.43 

8.09 

732 

7.45 

830 

737 

730 

242 


2 

5-15 years (21) 

147.08 

-039 

14738 

1.83 

5.76 

15 vis 

7.83 

7.77 

233 

7.83 

7.77 

246 

737 

731 

276 

*• 

3 

Over 15 years (9) 

16111 

-158 

167.05 

1.96 

6.06 

20 yra 

7.83 

7.78 

231 

7.85 

7.79 

8.46 

7.95 

7.90 

8.59 


4 

hredeemabtoa (O) 

191.40 

+103 

19134 

136 

636 

tned.T 

736 

735 

243 








6 

All stocks (59) 

14815 

-032 

14876 

209 

531 
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— Inflation 5% — 
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— Inflation 10% - 
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Jim 7 Jun 6 Yr. ago 

Jun 7 Jun 6 Yr. ago 




Sep 

Dec 


Open 

101320 


Sett price Change High Low Est vol Open hrt. 
100.27 -1.13 . 10128 100.18 38818 39038 

99.87 -1.13 0 O 

■ ITAUAN GOVT. BOND (BTFQ FUTURES OPTIONS (UFFE) Ura200m IQOBw of 100% 


6 Up to S years 0 

7 Over 5 yeera (11) 

B AD stocks (13) 

Avwa ge gross nwsmpaon yield* sn» shown strove. Coupon Bands Low: MstSmm a»-1(WN: Htfr 11** md over, f Rat jMcL yW Year to data. 


19203 

-0.07 

19215 

294 

237 

Up to 5 yre 

203 

238 

274 

132 

1.46 

278 

187.41 

-037 

187.92 

1.38 

1.73 

Over 5 yre 

334 

251 

277 

335 

3.33 

259 

187.43 

-035 

18730 

132 

1.81 








■INGE CROSS RATES 



Strike 

Price 

Sep 

■ CALLS 

Dec 

Sep 

■ PUTS 

Dec 

10000 

213 

288 

1.86 

3.01 

10050 

1.85 

265 

208 

338 

10100 

1.62 

243 

235 

338 


.-wtfr - 


FT FIXED INTEREST INDICES 

Jm 7 Jun 6 Jun 5 Jun 2 Jun 1 Yr ago High' Low* 


GILT EDGED ACTIVITY INDICES 

Jun 8 Jun 5 Jun 2 


Jun 1 


May 31 


E=L wot total. Cato 5850 Puts 1941. Previous day's open hit. Coll 70857 Puts 13804 


London dOMig. ■New York mid-day 
T arms fndtxtng omtoUng far at tZ 5 par cant pay otto by nonmaPa no/ 
men US. UK in 32nOx ethers m 


YWds: Loot market standard. 


Source: MMS ftravnanoffitf 


Spain 

■ NOTIONAL SPANISH BONO FUTURES (MEFF) 


Govt Sees. (UK) 9SB0 9520 9S.51 9524 94.61 9222 95.51 9022 
Rxed Merest 114.86 114.84 114 60 11320 11325 11023 114.66 108.77 


G*t Edged bargains 
5-day overage 


90.7 

10SB 


1522 

10B.6 


87.5 

ioao 


68.9 

128.1 


1004 

1235 


* lor 1095. Comment Sacurttes Ngh Knee emtis lun 1Z7A0 IB/1/35J. low 40.18 {3/1/75) Rood Interest high mnay campiadotr 13L87 (21/i/W) . lew 5053 p/1/79 . Basis 100( Qommmwu Securflba 16/10/ 
20 and Hoed bmwt 1828. SC aafvtty vxCoos rebosad 1974. 


US INTEREST RATES 


Lunchtime 


Ore moan 


Treasury BAs and Bond Yields 
5.97 Tom ye* . 


Broker loan are . 


Fed find! 

FMAnds a Menertttn- 




Open 

Sell price 

Change 

m*i 

Low 

Jun 

87.87 

86.98 

-1.07 

87.99 

8284 

Sep 

UK 

87.80 

88.75 

-278 

87. BO 

8635 


Est vrt. 
107.125 
3307 


Open utL 
38.130 
8.861 


\ V5# 

*«!» 


FT/1SMA INTERNATIONAL BOND SERVICE 


Listed are On latest i 


■ NOTIONAL UK OLT FUTURES IUFFEJ* £50.000 Ends of 100% 


bailed BH Ofbr Chg. Yield 


Open Sett price Change Ugh Low Est vol 
Jun 100-02 108-23 -0-19 109-02 108-21 2174 

Sep 108-19 108-07 -0-19 108-22 108-04 46626 

■ LONG GILT FUTURES OPTIONS {UFFE) E50.000 BMths of 100% 


Open ire. 
20880 
106981 


U& DOLLAR SIRMGHI5 


BOND FUTURES AND OPTIONS 


Strike 

Price 

Jul 

Aug 

CALLS — 
Sep 

Dec 

Jul 

Aug 

PUTS 

Sep 

Dec 

103 

0-57 

1-23 

1-45 

2-10 

0-43 

1-09 

1-31 

2-28 

109 

0-28 

0-57 

1-14 

1-47 

1-14 

1-43 

2-00 

201 

110 

0-12 

0-35 

0-54 

1-Z3 

1-62 

2-21 

2-40 

3-41 


France 

■ NOTIONAL FRENCH BOND FUTURES (MAT1F] FFr500,000 


Ear. wt loot Cans 1543 Pub 2226. Prevtota day's open ml. Cato 31038 Puts 30268 



Open 

Sett price 

Change 

High 

Low 

Est vol 

Open Int 

Jun 

116.84 

11638 

4)42 

116.92 

116.58 

133.401 

102,713 

Sep 

11242 

116.16 

-0.42 

116.48 

11630 

32.824 

68301 

Dec 

11630 

11538 

-0.38 

11620 

11204 

200 

2106 


Ecu 

■ ECU BONO FUTURES (MAT1F) ECU100JM0 


■ LONG TERM FRENCH BOND OPTIONS (MAT1F) 


Jun 

Sep 


Open Sen pnee Change 
67.06 86.86 -026 

8686 86.68 -028 


Hitfl 

87.08 

86.86 


Low 

8686 

88.88 


Est vnL Open int 
2200 6.978 

923 1293 


Strike 

Price 

Jul 

CALLS - 

Sep 

Dec 

Jul 

PUTS 

Sep 

114 

- 

274 

- 

0.07 

0.49 

116 

- 

2.05 

231 

121 

a79 

116 

0.75 

1.39 

1.76 

155 

1.17 

117 

0.36 

0.91 

. 

. 

. 

118 

114 

160 

- 

. 

. 

Est vet total. Cato WA Puts M/A . Prevwua day-* open re, Cato 

147,040 PUS 1 


US 


US TREASURY BOND FUTURES (CBT) £100,000 32nrto o t 100% 


Jun 

Sep 

Dec 


Open 

115-00 

114-23 

114-03 


Latest 

114-29 

114-17 

114-03 


-0-04 

-0415 

-0415 


High 

115412 

114-27 

114-05 


Low Est vol. Open Irtt 
114-23 40,002 134211 

114-11 350.932 272279 

113-29 5,221 16,643 


Germany 

■ NOTIONAL GERMAN BUND FUTURES (UFFE)- DM250.000 lOOths of 100% 


Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 
(UFFE) YlOOm lOOths of 100% 


Jul 

Seo 


Open Sen price Change 
9623 9622 -0.12 

95.68 95.42 -0.41 


High 

9630 

95.79 


Low 

96.11 

95.36 


Est vol Open biL 
8392 9922 

124299 165657 


Open Close Change high Low Est vol Opm Int 
Sep 119.60 119.87 119.61 3063 0 

* UFFE Nturas afec traded or APT Afl Open intones figs, so lor mvous day. 
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D-Mark makes up ground on European currencies 
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The recent rally of some 
peripheral European curren- 
cies against the D-Mark lost 
momentum yesterday as wor- 
ries about political risk 
returned to' trouble the mar- 
kets.uritesi^MHp Gomilh. 

' The' D-Mark finished higher 
across the board in Europe, 
with Sie Era, peseta and Swed- 
ish -krona all giving up the 
gains made on Tuesday. The 
French franc also Lost ground, 
closing in London at FFT&516, 
from FFr3.504, against the 
D-Mark. 

The D-Mark did not appear 
Inhibited by the nne basis 
point cut to the repo rate to 45 
per cent from 4.51 per cent, 
which was not seen as signal, 
ling any change in the outlook 
tor German monetary policy. 

Trading co nd iti o ns were very 
quiet with the market short of 
trends, or fresh information to 
help provide direction. The dol- 
lar, m particular, has been con- 
fined to a very narrow range, 
although it lost ground in New 
York on vague rumours about 


Argentina' defaulting on debt 

payments. 

It finished at DMl.4074, from 
DM14188. Against the yen it 
closed at Y84J34 from Y 85 .235. 

UK interest rates stayed on 
hold, but the fact that the 
monthly monetary meeting 
was only held at midday meant 
that there was some residual 
concern that the Rank might 
stall move rates today. Sterling 
closed at DM2.2406 from 
DM23528, and at $1392, from 
$1.5879, against the dollar. 

■ The one piece of hard news 
that did emerge on the dollar 
was not encouraging. The Jap- 
anese ministry of finan«» said 
that public ftmds would not be 
used in a forthcoming package 
of policies to deal with the 
problem of bad loans held by 

■ Pond tn Nmv York 
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financial institutions. 

Comments last week had 
given rise to hopes that MOF 
might indeed go this route. Mr 
Chris Turner, currency strate- 
gist at BZW in London, said- 
Tt is disappointing because ft 
suggests they are still not 
ready to address the deflation- 
ary cycle. This promises 
another bout of yen strength in 

tha summer." 

Some observers believe that 
if Japanese banks were unbur- 
dened of their bad debts, this 
would boost liquidity in the 
domestic market, which in 
turn would encourage Japa- 
nese institutions to invest 
abroad, reducing some of the 
yen's strength. 

Mr Avinash Perea ud, head of 
currency strategy at JP Mor- 
gan in London, said seasonal 
factors could be contributing 
to dollar weakness, especially 
in the absence of other strong 
trends for the market to follow. 
Evidence over the past 20 years 
suggests distinct seasonal pat- 
terns to dollar trading, perhaps 


D-Mark 

Tfads-wrtghted Jndsx 
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the result of corporate hedging. 
The summer period is tradi- 
tionally a weak one tor the dol- 
lar. 

Mr Neil MacKinnon, chief 
economist at Citibank in Lon- 
don, said the hank's volume 
analysis showed that the mar- 
ket was slightly long of dollars 
at present, but was not enthu- 
siastic about going on a dollar 
buying spree. 


■ In Europe, the market 
seems to have drawn a line 
below D-Mark weakness. 
Moves below FFr3.50, PtaB 6 
and LI .150 could not be sus- 
tained. 

The peseta weakened against 
a backdrop of rumours calling 
into question the continued 
commitment of the Catalan 
party to supporting the govern- 
ment. In Italy, the concern was 
that a successful performance 
by Mr Berlusconi in Sunday's 
referendum could present an 
obstacle to the successful pas- 
sage of economic reforms pro- 
posed, by Mr Lamberto Dini, 
the incumbent prime minister. 

Mr Turner said the perfor- 
mance of these currencies per- 
haps reflected that the bond 
market rally they have enjoyed 
was petering out It also served 
as a reminder that markets are 
quick to take profits when it 
comes to the peripheral curren- 
cies. 

■ UK interest rate markets 
retreated, with the September 


short sterling contract closing 
at 93.04, from 93.15. 

‘'The market has got a little 
bit ahead of itself in the past 
few days. The yield curve has 
become too flat," said Mr 
Phillips, analyst at brokers 
GNL 

to its daily operations, the 
Bank of England provided 
£ 166 m at established rates and 
£420m late assistance after 
forecasting a £700m shortage. 
Three month money traded at 
6% per cent, up from 6g per 
cent 

CORRECTION: Foreign 
Exchange Survey: Dow Jones' 
electronic broking system 
referred to on page 6 in the 
above survey (June 6) is Mines, 
not Nimex as incorrectly 
stated. 
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Belgium 

(BFr) 

-0.0332 

397 - 524 

8.7585 

8.7301 

27487 

-25 

27415 

0 ^ 

8.7106 

OA 

110.1 

Denmark 

(DKr) 

-20341 

535 - 857 

6.8790 

6-6480 

- 

- 

- 

- 

- 

- 

872 

Roland 

(FM) 

-20151 

763 - 846 

7-8940 

7.85S3 

73883 

-12 

7.8989 

-29 

7.8665 

22 

108.4 

franca 

(FFi) 

^20122 

394 - 418 

2.2478 

2.2353 

23372 

1 .B 

2.2204 

20 

219 

23 

1121 

Germany 

(DM) 

-1.078 

679 - 084 

362380 352952 

- 

- 

- 

- 

- 

- 

68,9 

Greece 

(Dr) 

-20008 

791 - 809 

29816 

29776 

0-9796 

05 

29794 

22 

29797 

20 

972 

Ireland 

(IE) 

+18.73 

324-807 

2618l07 2586.49 

2625.16 

-4.4 

2842.86 

-4.1 

2714.18 

-28 

67.5 

Italy 

H 

-02445 

864 - 312 

46.1110 45.9500 

45.9438 

1.7 

45J3136 

1.7 

452D3B 

1.7 

109.8 

Luxembourg 

(LFr) 

-0.0134 

042 - 072 

25152 

25022 

2J016 

2.0 

2.4970 

12 

2/4455 

2A 

109.7 

Nethertands 

<FD 

—20387 

707 - B42 

121X198 

9J»73 

29688 

1.0 

9.9452 

12 

92178 

1 .B 

98.9 

Norway 

(MU) 

-0.871 

447 - 770 

236.046 235.375 

234.743 

4.4 

237.913 

-29 

- 

re 

95.8 

Portugal 

&) 

+2713 

131 - 412 

194.412 193^97 

1B4.772 

-3.1 

195.847 

-22 

202872 

-3.4 

61.1 

Spain 

(Pta) 

+20175 

847 - 077 

11^246 11.4455 

11.4985 

-22 

11.603 

-02 

11.5216 

-22 

726 

Sweden 

(SKr) 

-20161 

423- 443 

1A527 

1.6396 

1338G 

20 

1^263 

32 

1JB03 

3 A 

113.7 

Switzerland 

(SFr) 

- 

- 

re 

- 

- 

- 

- 

- 

- 

- 

84^ 

UK 

W 

-0.0043 

116 - 131 

1^149 

1-2000 

13125 

20 

1^112 

0.4 

1204 

0.7 

_ 

Ecu 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

SORT 

- 












American 


+0.0042 

012 - 923 

1.5925 

1.5875 

- 

- 

- 

- 

- 

- 

- 

Argentina 

Paso) 

+0.0118 

463 - 508 

1.4508 

1.4415 

- 

- 

- 

- 

• 

- 

- 

Brazil 

(RS) 

+20055 

952 - 973 

2.1998 

2.1914 

2.1988 

-1.4 

2.2018 

-1.0 

2.1984 

22 

820 

Canada 

(CS) 

+20174 

922 - 7B0 

9.7780 

6.7021 

- 

- 

- 

. 

- 

- 

. 

Mexico (New Peso] 

+0.0041 

915 - 926 

1^028 

1.5877 

1.5915 

24 

1^697 

26 

1.5739 

1.1 

88.6 

USA 

(S) 












PacHIc/Uddto East/A 

+0X073 

104- 133 

2-2133 

22101 

2-2141 

~12 

2^175 

-1.0 

222BB 

-27 

77.7 

Austral 

fA» 

+20306 

083 - IBS 

12.3184 12^812 

12.3086 

24 

1Z2992 

24 

122323 

27 

. 

Hong Kong 

(HK» 

+ai478 

731 -236 

520236 49^470 

- 

- 

- 

. 

- 

- 

- 

India 

(Fb) 

-20090 

637 - 751 

4.7799 

4.7572 

- 

- 

- 

- 

- 

- 

- 

Israel 

(Shk) 

-1.072 

164 - 375- 

134^10 133.940 

133-704 

5.0 

132.449 

5.4 

122589 

5.7 

1725 

Japan 

no 

+20121 

609 - 649 

3.8800 

3J721 

- 

- 

- 

■ 

- 

- 

. 

Malaysia 

(MS) 

. +2003 

P65 - 705 

2-3705 

23862 

2.3733 

~zs 

23824 

-23 

23P9 

-12 

920 

New Zealand 

(NZS) 


peso) 41.0339 -0.0121 018 - 881 41.1661 409016 


(SR) 

m 
.w 

South Korea (Won) 121197 
Taiwan 
Thailand 


69715 +09157 692 - 738 5 9741 6.9553 

22156 +0.0021 141 - 171 22171 29104 

59534 +0.0128 504 - 564 59664 5-8387 

+22 081 -173 121190 1208.08 

(T$) 40.8921 +0-1002 720 - 113 409113 407880 

(BQ 3812348 +09364 988 - 711 302711 39.1880 


PhUpInes 
Saudi Arabia 
Singapore 
South Africa 
South Korea 
Taiwan 


(SR) 

<SS) 

P) 


9.8968 

-00795 

943 - 992 

9.9350 

93920 

28.9000 

-03295 

950 - 050 

29.0000 228850 

5.4838 

-20352 

915 - 960 

5.5102 

5.4849 

43088 

-0.0327 

083 - 113 

43304 

4.3022 

4.9600 

-20225 

490 - 510 

4.0685 

4.9429 

1.4074 

-0.0114 

071 - 077 

1.4137 

1.4046 

226.050 

-137 

000 - 100 

228.740 225.680 

1.6245 

+03055 

235 - 255 

1.6264 

1.6202 

1643.00 

+73 

200 - 400 

1642.75 1 62750 

283000 

-03295 

950 - 050 

29.0000 28.8850 

13740 

-0.01 25 

735 - 744 

1.5819 

13723 

22673 

-00407 

650 - 685 

63927 

63554 

147.995 

-0335 

940 - 050 

148.520 147.900 

122.030 

+0.13 

980 - 080 

122.080 121 630 

72213 

-20078 

163 - 282 

73459 

73007 

1.1579 

-0.0131 

576 - 581 

1.1645 

1.1561 

13920 

+0.0041 

915 - 925 

13928 

13877 

13132 

+0.0081 

128 - 138 

1.3156 

1.3102 

284220 

- 

- 

- 

- 

03998 

. 

998 - B99 

0.9999 

0.9998 

03105 

+0305 

100 - no 

03110 

03080 

13796 

-20001 

793 - 798 

13820 

13793 

6.1150 

-0.005 

GOO - 400 

6.1700 

6.0900 

Mca 





13883 

+0.001 

889 - 899 

13920 

13889 

7.7341 

-20009 

338 - 343 

7.7353 

7.7338 

31.4060 

+0.011 

000 - 120 

31.4250 313800 

23959 

-0.014 

832 - 985 

3.0070 

23911 

843400 

-2896 

000 - 800 

84.8200 84.3000 

2^390 

+2.0012 

385 - 395 

2.4425 

2.4374 

1.4877 

-0.0019 

870 - 885 

1.4903 

1.4870 

25.7750 

-0.075 

000- 500 

253500 25.7000 

3.7510 

+03002 

507 - 512 

3.7512 

3.7507 

13917 

-00023 

912- 922 

13935 

13912 

3.8768 

-03015 

760 - 775 

33800 

3.6760 

782850 

-0.8 

800 - 900 

761.100 780300 

25.8880 

-0304 

820 - 800 

253820 25.6785 

24.6450 

-03415 

300 • BOO 

24.6700 24.6300 


9.8848 

1.5 

9.8648 

1.3 

9.7703 

13 

106.7 

28.885 

13 

28.81 

1.2 

28.69 

0.7 

1092 

5.4970 

-03 

55058 

-as 

55413 

-0.9 

108.9 

4307 

05 

4.3038 

05 

4.3033 

0.1 

86.0 

43565 

-15 

4389 

-15 

4.999 

-1.0 

107.7 

1.4057 

1.4 

14024 

1.4 

13917 

1.1 

1109 

22835 

-105 

23 13 

-102 

24735 

-95 

67.9 

1.6251 

-0.4 

1.6260 

-0.6 

1.6317 

-a.4 

- 

1649.5 

-4.7 

166225 

-4.7 

17225 

-43 

68.0 

28 385 

15 

2831 

12 

28.69 

0.7 

1092 

13719 

13 

1.5679 

15 

15558 

13 

1083 

63885 

-02 

83813 

0.4 

63538 

02 

975 

148.445 

-3.6 

149.445 

-3.9 

155345 

—43 

95.6 

12237 

-33 

123.17 

-3.7 

127505 

-4.5 

80.9 

7337 

-25 

73728 

-23 

7.4588 

-33 

7B3 

1.1553 

2.7 

1.1503 

2.6 

1.1333 

2.1 

112.1 

15915 

0.4 

1.5H97 

0.6 

15739 

1.1 

83.7 

1313 

0.1 

1.3129 

0.1 

1.3089 

03 

- 

1.3811 

-13 

1.3842 

-13 

13961 

-12 

80.5 

6.1173 

-0.4 

6.1204 

-0^4 

6.1253 

-or 

. 

' 

- 

• 

- 

- 

- 

902 

13909 

-1.4 

13948 

-15 

1.418 

-1.9 

793 

7.7323 

03 

7.7318 

ai 

7.7476 

-02 

- 

31.486 

-3.1 

31.731 

-4.1 

- 

- 

- 

84.005 

4,8 

8334 

4.7 

80335 

4.4 

1700 

2.437 

1.0 

2-4346 

0.7 

2-129 

04 

- 

1.4911 

-2.7 

1.4979 

-27 

15171 

-2.0 

- 

3.7519 

-03 

3.754 

-03 

3.766 

-04 

_ 

1.3864 

45 

13782 

33 

1.3517 

23 

- 

3.6978 

-63 

3.7488 

-73 

4.0048 

-8.9 

- 

763.85 

-4.7 

787.35 

-3.4 

785.B5 

-33 

- 

25.706 

-03 

25.746 

-03 

- 

- 

- 

24366 

-1.0 

24.8925 

-03 

24.78 

-0.5 

- 


t Item tor Jun 8. Btesflar spread* in die found 5pm nble tihow only the last 9 mm dedmrf ptoee*. Fbrwaid rates are not dteedy quoted to the nwriwt bid 
n toiptod by eunen tew om. Swing Mk cdcuWnd by die Bank d En jnt Bm mom 1980 ■ iool lain nbaaed IANS. aa. orw ud 
Ud-nm k> tom Me end ttw Deter Spot ttMw dartmd tom THE WIMtEUIBIS CLOSING SPOT RATES. Some vdIum ore iamMd by the F.T. 


CROSS RATES AND DERIVATIVES 


tSOfl ma per S tor Jun a. BkUoller epiaate In the Doler 3pm uble stow ar+y the Inn three decimal places. Forward rstm nro not ffcecUy quoted to the 
maM but are Impflod by curetn Menus rates. UK, kaamd & ECU HV quoted in US cutancy. JJP. Morgan normal MSces Jun & Rasa overago 1930-100 


WORLD 1NT EHEST.R&T ES 


MONEY RATES 

Jim 7 Over 

night 

One 

month 

TTiree 

imhs 

Six 

mha 

One 

year 

Lomu. 

Inter. 

Ms. 

rate 

Rope 

rata 

Mgkjm 

4Vr 

44 

«a 

4« 

5 

7.40 

4.00 

_ 

week ego 

4B 

■>4 

42 

Si 

5* 

7.40 

4.00 

- 

France 

74 

744 

714 

6 B 

Bft 

5.00 

_ 

8.00 

week ago 

7fi 

7H 

716 

7» 

8 * 

5,00 

_ 

8.00 

Germany 

4lfe 

49 

«B 

4K 

4* 

6.00 

430 

4.51 

week ago 

4» 

43 

4 » 

4ft 

4*1 

600 

4.00 

431 

Ireland 

6K 

6 % 

8 K 

ea 

68 

- 

- 

625 

week ago 


6 % 

6 fi 

as 

7ft 

- 

- 

625 

Italy 

lOh 

IQS 

10 ft 

in 

lOfl 

_ 

750 

10.40 

week ago 

itm 

10 B 

10 B 

10 * 

11 

- 

750 

10.40 

Netherionde 

4V4 

4ft 

4ft 

4ft 

4* 

_ 

525 

_ 

week ago 

<4 

46 

44e 

4ft 

«4 

- 

526 

- 

Switzerland 

3 

3ft 

3 Vi 

3a 

3ft 

6325 

3.00 

_ 

week ago 

2 % 

3ft 

3A 

3* 

3Va 

6325 

330 

_ 

US 

a 

5fi 

5V, 

S* 

sa 

- 

525 

_ 

week ago 

6 ft 

55 

6 

6 

56 

- 

525 

- 

Japan 

IK 

1 W 

1)4 

■»* 

ift 

- 

1.00 

- 

week ago 

is* 

IV, 

1 ft 

1 ft 

i* 

- 

1.00 

- 

■ S LtBOR FT London 

- — ■ ■ 

RnwranK rating — 

6 ft 

53 

5H 

5* 




week ago 

- 

Bft 

Bft 

6 

6 

- 

- 

- 

US Dolor CDs 

_ 

530 

5.73 

5.61 

558 


_ 

_ 

week ago 

— 

530 

5.77 

5.73 

5.73 

— 

- 

_ 

ECU Linked Da 

- 

6W 

514 

Bft 

8 U 

_ 

- 

- 

week ago 

— 

6 M» 

6 ft 

6 * 

e* 


_ 

_ 

SDR Linked De 

- 

3fi 

35 

a* 

3% 

- 

- 

- 

week ago 

- 

32 

4ft 

4ft 

4* 

- 

- 

- 


$ LHOR Mortnnk tbng rates ore oflatad rales tor SlOm quoted to the mate* by tan 1 refe re nce banks 
■» Ham eac h wotting any. The banks are: BanMre Trust. Bui of Tokyo, Barclays and Nadond 

Ud rates are ten lor the domestic Money Raas. USS CDs. ECU 4 Son Lnkad Daposfes (Ds|. 

EURO CURRENCY INTEREST RATES 

Jim 7 Short 7 days One Three St* One 

iwm notice month months months rear 


Brigten Franc 
Danish Krone 
D-Mark 
Ditch Gutter 
French Franc 


4|T - 4A 

6 1 - - fi 

4%-4lj 

4A-4A 
7.1 - 7A 


4% - 4*2 
Sh-BJ, 
4.*« - 4,i 
43e-4lj 


- 4*2 
64, - &ia 
jl, -4% 
4ft -4ft 


Portuguese Esc. - 8zf 

Spanish Peseta - 9h 

Storfing 


Bttea Franc 
Caa Dollar 
US Dodar 
RaJan Lira 
Yen 

Aslan SSmg 


$7 a . b% 
3>S - 3 

7ft - 7*4 
«ft - 511 

lOlfl - 10 

1ft - 1*4 

u-** 


7ft - 7ft 7ft - 7ft 

9ft - 8i* 

8*2 -*h 

6*» -8*a 


4ft -4% 
6 ft - 6*2 
4ft - 4ft 
V. - 4ft 
7ft -7ft 


Bft -9ft 10ft - 0ft 
9ft - 3ft 9ft - 9ft 


Short term roue are cd ler ma 

■ TWEE MONTH PffiOR 


_ 6,1 - 6ft 6g - l& 

3*4 - aft 3ft - 3ft 3ft - 3ft 

7ft - 7ft 7ft - 7ft 7ft - 7ft 

5ft - 5H 6 - Sft 5S • 5H 

10 ft - 10 % 10 ft - 10 ft 10 ft - to, 7 , 

1 ft - 1ft 1ft - 1ft 1ft - 1ft 
ft - ft ft - % 1 - % 

US EM&r and Yen. others: two days' 

FUTURES (MAUF) Paris Interbank offered rate (FFrSmj 


4H - 4S 
6ft - 6ft 
4ft - 4ft 
4% - 4ft 

IDft - 10% 
9^ -9ft 
6 ft - sfi 

3% -3ft 
7 - 6% 
Si -sft 
10ft - IDA 
1% - 1ft 
1 % - 1 % 


5ft -41J 
6ft - 6*2 
4*2 - 4% 
4ft - 4ft 

eft -eft 
11 % - 10 % 
10ft- 10ft 
7ft -6ft 
V. -3ft 
6% -6% 
6ft - 5% 
10 % - 10 % 
1ft - 1 

2*4-2% 



Open 

Set! price 

Change 

fifth 

LOW 

Esi. vol 

Open an. 

Jun 

92.B3 

92.81 

-0.70 

92.88 

92.00 

13,606 

32548 

Sep 

9332 

83.77 

-0.10 

9335 

93.73 

22204 

51506 

Dec 

94.07 

94.07 

-0.04 

94.08 

94.03 

8.963 

34209 

■ THREE MONTH EUROTMRK FUTURES (UFFEF DMlm paints at 100M 



Open 

Sett price 

Change 

f«£f1 

Low 

Est vol 

Open rnL 

Jun 

95.59 

9558 

-0.01 

9559 

9557 

8600 

105576 

Sep 

95.70 

9530 

-0.03 

95.71 

9556 

13653 

138895 

Dec 

9533 

95.61 

-034 

95.84 

9558 


134648 

Mar 

9555 

9551 

■0.06 

95.56 

B5l49 

17381 

110506 

■ THREE MONTH EUROURA HJTURES (UFFE)- LlOOOm points of 100% 



Open 

Sen price 

Change 

Nigh 

Low 

EsL vol 

Open ait. 

Jun 

89.45 

8932 

-015 

8946 

8929 

8153 

27181 

Sep 

89.44 

8929 

-017 

8947 

8923 

10053 

34230 

Dec 

89.40 

8928 

-016 

89.4! 

8922 

3718 

19250 

Mar 

89.41 

8929 

-0.15 

8941 

8926 

1475 

9752 

■ THREE MONTH BIRO SWISS FRANC FUTURES (UFFE) SFrim points Of 100* 


Open 

Sen price 

Change 

High 

Low 

Est vol 

Open hrt. 

Jm 

96.73 

96.72 

-002 

98.74 

96.70 

1582 

15990 

Sep 

96.74 

96.71 

-0.08 

98.76 

95.68 

2419 

19617 

Dec 

96.62 

9659 

-0.05 

96.63 

9057 

974 

7709 

Mar 

9852 

9649 

-005 

96.52 

P6.47 

337 

3801 


■ THRU MONTH ECU FUTURES (UFFE) Ecu 1m points of 100% 



Open 

Sen price 

Change 

High 

Low 

EsL vol 

Open InL 

Jun 

83.87 

93.55 

-0105 

9337 

8335 

7B8 

5340 

Sep 

93.94 

9332 

-0.05 

9335 

9330 

1253 

8940 

Dec 

9334 

93.91 

-0.05 

93.95 

93.61 

244 

3495 

Mar 

6335 

9334 

-0.03 

63.87 

9333 

196 

1787 


' UFFE Uni BIBO traded on APT 

■ EUROURA OPTIONS (UFFE) LlOOOm points ol 100% 


EXCHANGE CROSS RATES 

Jun. 7 BFr . FFr 

DM 

E 

L 

H 

NKr 

Es 

Pta 

SKr 

SFr 

E 

CS 

S 

Y 

Ecu 

Belgium 

P ft) 

100 

1301 

17.13 

4372 

2.130 

6687 

5.448 

21.99 

5122 

422^4 

2438 

4.007 

2.174 

4.774 

3.481 

2923 

2.635 

Denmark 

(DKr) 

5230 

10 

9.010 

2562 

1.121 

2991 

2385 

1131 

209.4 

2222 

1014 

0107 

1.143 

2511 

1320 

163.6 

1386 

France 

(FFi) 

5838 

11.10 

. 10 

2-844 

1244 

3320 

3.180 

1238 

290.0 

2463 

1458 

2339 

1269 

2-787 

2020 

1704 

1538 

Germany 

(DM) 

2053 

3303 

3.518 

1 

0.437 

1167 

1.116 

4.452 

105.1 

86.70 

5.127 

0322 

0.446 

0380 

0710 

59.93 

0541 

Intend 

<JE) 

4634 

8.924 

8341 

2287 

1 

2669 

2557 

1018 

240-4 

1983 

11.72 

1361 

1.020 

2.241 

1.624 

137.0 

1337 

Italy 


1758 . 

0.334 

0301 

0088 

0037 

100 . 

0096 

0881 

9.008 

7AZT 

0.439 

0.070 

0038 

0384 

0061 

5.134 

0.048 

Netherlands 

F) 

1836 

3.490 

3.144 

0394 

0591 

1044 

' 1 

3381 

94.01 

7753 

4585 

0.735 

0399 

0876 

0.635 

5359 

0484 

Norway 

(NKl) 

48.11 

6766 

7,898 

2246 

0382 

2822 

2512 

10 

238.1 

194.7 

1152 

1.647 

1.002 

2201 

1596 

1345 

1315 

Portugal - 

(Ee) 

1952 

3.712 

3346 

0951 

0.416 

1110 

1364 

4 235 

100 . 

82AT 

4377 

0.782 

0424 

0332 

0676 

5730 

0514 

Spain 

(Pta) 

2337 

4501 

4356 

1.153 

0504 

1346 

1290 

5.135 

1213 

100 

5314 

0349 

0515 

1.130 

0319 

69.12 

0624 

Sweden 

(SKi) 

40.03 

7312 

8358 

1350 

0853 

2277 

2.181 

83 83 

2053 

169.1 

10 

1.604 

0.870 

1.911 

1.388 

1163 

1355 

SwOzartmt 

(SPi) 

2436 

4.746 

427B 

1216 

0.582 

1*19 

1380 

5.413 
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LONDON STOCK EXCHANGE 


MARKET REPORT 


Equities retreat on fears of Wall Street tumble 


-• <*■ 

"* .-i» 

.'v 


Altai .rA.v* * ».+ :r.r - •*■■*¥ SBQ-mi 


By Steve Thompson, UK Stock 
Market Ec&tor 


The five-day upsurge in UK equities 
finally ran out of steam yesterday, 
as some of the aggressive funds 
decided to lock tn profits and as 
Wall Street again displayed signs 
that it had run ahead too quickly. 

With no news forthcoming from 
the meeting on monetary policy 
between Mr Kenneth Clarke, the 
chancellor of the exchequer, and Mr 
Eddie George, the governor of the 

R*nk of England, the stock market 

lacked direction and eventually suc- 
cumbed to Wall Street's influence, 
plus the easier trend in gilts. 

At the close of a relatively sub- 


dued trading session, the FT-SE 100 
Index was 9.2 lower at 3,370.8 and 
the FT-SE Mid 250, in spite of 
another set of splendid perfor- 
mances by the utilities areas of the 
market, eased 5.1 to 3.G95.& 

Helping to drag the Mid 250 lower 
was a dismal performance by 
Hambros, one of the UK's leading 
me rchan t banks, which confirmed 
widely held views that the dividend 
was in jeopardy as the bank’s prof- 
its plunged. 

Adding to the downside pressures 
in equities was another weak show- 
ing by gilt-edged stocks, which fin- 
ished sharply lower an the session 
in line with a decline in interna- 
tional bond markets. 


Senior dealers said markets on 
both sides of the Atlantic were 
looking increasingly vulnerable 
after their recent strong perfor- 
mances. “The markets are tired on 
the upside and we’re due a correc- 
tion,'* said one trader. He said most 
marketmakers were anxious to run 
level to slightly short books; “a long 
book with Wall Street likely to dive 
100 points at any moment is enough 
to give you a heart attack". 

There were also more suggestions 
around the trading desks that some 
of the hig international funds had 
recently been switching out of 
bonds and intn equities and that 
much of that business had been 
transacted earlier this week. 


The FT-SE 100 opened down eight 
points and remained under pressure 
throughout the day, with a couple 
of attempts at a rally in mid- 
mmnfag q mrkly attracting further 
email pockets of selling pressure. 

With Wall Street opening under 
pressure and the Dow Average 
down around 20 points during Lon- 
don trading, the Footsie was 
looking' decidedly unhappy at the 
dose, although one senior market- 
maker described the market’s per- 
formance as "reasonable, given 
Wall Street's wobble; tt was a s mall 
down day but at one point it looked 
liirp hping a big down day”. 

The utilities were undoubtedly 
the day's star performers after more 


bumper dividend payments and 
news of more share buy-backs. 
Yorkshire Water pleased the market 
in announcing a 21 per cent rise in 
the dividend, spicing this with news 
that it is making a £10 CUStOXDfiT 
rebate as well as seeking to buy in 
10 per cent of its own shares. 

Barclays and Lloyds were hefty 
casualties in a hank sector suffering 
from widespread profit-taking trig- 
gered by the recent outperibrmance. 

Turnover in equities reached 
641.7m shares, business in non- 
Footsie stocks accounting for 52 per 
cent Customer business picked up 
strongly on Tuesday when the 
value of retail trade jumped to 
£L73bn, the highest for two weeks. 
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Two-way 
pull in 
Vodafone 


Vodafone gave marketmakers 
a field day, topping the Footsie 
performance charts and seeing 
27m traded, as the bulls got the 
better of an aggressive battle 
of sentiment to push the 
shares deep into new high 
ground for 1995. 

The mobile phones leader is 
growing test in the UK, and its 
international operations 
should start to make a positive 
contribution this year. But the 
shares' premium rating, com- 
bined with the high cost of 
rapid expansion, has split Lon- 
don's telecoms teams into 
opposing camps. 

NatWest Securities. BZW 
and Salomon Brothers rate the 
stock as a firm buy but a num- 
ber of equally heavyweight 
houses adopt a more cautious 
stance. The shares closed 1 Vi 
below their best of the day. 
ending 7 higher at 219%p. 

Other telecoms shares moved 
in line with the market Cable 
and Wireless retreated 8% to 
415Vtp, while BT eased 4% to 
398‘/jp in 10m volume. 


May and outperformed the 
broad market by around 25 per 
cent since the start of the year. 
Although still a buyer, BZW 
decided it might be appropriate 
to take profits. 

The broker also cut its fore- 
casts for Barclays, lowering 
the current-year estimate by 
£230m to £l.95bn and next 
year’s by £130m to £2.1bn. The 
stock ended 20% off at 693%p 
after heavy turnover of 8.6m. 

The slide was reflected 
throughout the sector and 
Lloyds tumbled 14 to 663p, in 
reaction to a report that it 
might have entered the bidding 
for the National and Provincial 
Building Society and would 
possibly be ealttng on share- 
holders for extra cash. 
National Westminster receded 
9 to 562p. 


Hambros retreats 


BZW hits Barclays 

Barclays was one of the 
main casualties among blue 
chip stocks as BZW, the bank’s 
own investment house and 
joint broker along with Caze- 
nove. decided that the shares 
had risen far enough. 

Shares in Barclays had 
moved forward in a straight 
line from 668p since the end of 


Merchant bank Hambros 
plummeted 28 to 183p after 
halving the dividend. A reduc- 
tion had been well flagged but 
the extent of thecut, as well as 
the gloomy comments over 
prospects, shocked the market 

Hambros lull-year profits fell 
to £37 Jm, against forecasts of 
£48m and a profit of £87. 8m 
previously. 

Favourable figures from See- 
board on Tuesday boosted the 
regional electricity sector yes- 
terday, with dealers anticipat- 
ing other companies will also 
allocate cost savings to both 
customers a nd shareholders. 

Eastern Group, which 
reports figures on Monday, was 
the second best performer in 
the Footsie. The shares closed 
17 ahead at 676p. 

Other busy stocks tn the sec- 
tor included South Wales. 23 
up at 728p, and East Midlands. 
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The Company has appointed Banque Paribas as 
Global Co-ordinator of a placing on the 
international market and a simultaneous 
domestic Turkish offering of approximately 
20% of the issued capital of its Turkish 
subsidiary Osmanli Bankasi AS. In connection 
therewith, it is proposed to list the capital of 
Osmanli on the Istanbul Stock Exchange. 
Subject to approval from the Turkish Capital 
Markets Board and prevailing market 
conditions this project should be launched in 
July 1995. 


Halifax Building Society 

USS 500,000,000 

Floating rate notes due 1999 


Notice ts- hereby given that 
the notes wilt bear interest at 
5.9375% per annum from 
8 June 1995 to 8 September 
1995. Interest payable on 8 
September 1995 mill amount 
toUSSI5.l7perUSSl.000 
note. USS 15 1. 7-4 per 
USS i 0,000 note and 
US$1,51736 per USS 100,000 
note. 


Agent Morgan Guaranty 
Trust Company 


JPMorgan 


To Advertise Your 
Legal Notices 


Please contact 

Tina McGorman 


on 

tel: +44 0171 873 


4842 

Fax: +440171 873 
3064 


APPOINTMENTS 

ADVERTISING 


app*MS In Ifte UK odtion 
every Wednesday & Thursday 
and ft the International edtikm 
every Friday. 

For further information please c on t a ct 

Joanne Gerrard 
+44 0171 873 4153 


which gained 30V. at 664 V.p. 

Food retailer Argyll Group 
was the worst performing 
stock in the Footsie after 
Charterhouse Tilney advised 
investors to take profits. The 
shares fell lift to 327p in trade 

Of 4m. 

There was talk late in the 
session that Wolverhampton & 
Dudley Breweries could be 
considering a bid for Vaux 
Group. The former closed 
unchanged at 529p. while the 
latter hardened 6 to 260p, hav- 
ing risen the same amount on 
Tuesday. 

Shares in Rank Organisation 
retreated in early trading on a 
rumour that S.G. Warburg, its 
broker, had downgraded profits 
expectations and put the stock 
on the sell list. The stock 
clawed some of ear- 
lier loss to finish just 2 lower 
at 440p after it emerged that 
Warburg had in fact only 
changed its recommendation 
from “'buy” to “add". 


Profits at the top end of mar- 
ket expectations helped Gran- 
ada Group move against the 
poor market tread, closing 2 
ahead at 604p in trade of 2.7m. 
NatWest Securities edged up 
its current-year profits forecast 
by £4m to £340m. 

French buying was cited as 
the reason for the advance in 
Euro Disney, the theme park 
operator. The shares rose 14 to 
213p. US buying of lliorn EMI 
prompted speculation suggest- 
ing the g r o u p may be c onsider - 
in g plans for a demerger. The 
stock firmed 11 to 1264p. 

Tour operator Airtours, 
which reports figures later this 
•tiwinUi, was in flgmariri and the 
shares put on 3 at 442p. A 
recent broker’s profits down- 
grade continued to cast a 
shadow over Ladbroke. The 
shares gave up 3 to 178p. 

Erith jumped 8 to 74p on 
news that it had been in bid 
talks with building ma te rials 
rival Graham Group. Erith's 
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market capitalisation is one 
sixth that of. Graham and 
would extend the latter’s geo- 
graphic reach intr 1 the T/twrinn 
area. Graham, floated early in 
1994 at 183p. ended a penny 
easier at 182p. 

Tarmac’s annual meeting 
statement left the shares a 
penny easier at H6p, with 
investors choosing to focus on 
the group's weak housebuild- 
ing experience rather than the 
forecast of Anther strong prof- 
its progress. Meyer Interna- 
tional, down 12 following Tues- 
day’s results, rallied 6 to 313p, 
helped by a reaffirmed boy 

nawwnmanriattnn f mm BZW. 

Flight systems group Cob- 
ham jumped 15 to 379p follow- 
ing news of contracts worth 
some £70m (around a quarter 
of the company’s stock market 
capitalisation), while halved 
profits left motor components 
group Ingham 7 lower at 41p. 

Freight specialist NFC. 
which have come up from 158p 
over the past three months, 
retreated 7 to 176p as a results 
preview from NatWest Securi- 
ties speculated on the possibil- 
ity of the company cutting its 
divi dend this year. 

The house argues that a 
maintain ed 7.1p dividend was 
likely to be barely covered and 
that 5p would represent a more 
pragmatic payout from NFC’s 
new management team. The 
interim results are due on 
Wednesday. 

Glaxo-Wellcome gained 1V» 
to 732Vip on encouraging com- 
ments from Biochem about 
possible fast track approval for 
the Aids product, which nia™ 


its key anti-ulcer drug. 

SmithKline Beech am 
improved 7 to 535p in the 'A’s 
after Morgan Stanley published 
its improved outlook on the 
sector and hi g hli ght ed Smith- 
Kline as its p rincipal choice. 

Analyst Mr Duncan Moore 
said: We have made some posi- 
tive comments an the sector 
arguing that the US-inspired 
seU-oS was overdone, and we 
have moved out stance on 
Smith Ki mg to outperform.” Mr 
Moore also highlighted the 
prospects of a heart drug being 
developed by the company. 

Gases group BOC swelled 7 
to 813p, as investors in Scot- 
land reacted to a series of pre- 
sentations, which focused on 
TOC’s increased share of busi- 
ness in the US. 

Daily Mail shares fell 50 to 
1158p after the group reported 
flat first-half p r o fi ts of £37.1m, 
compared with £3&9m a year 
ago and warned of pain from 
further newsprint price 
increases. United News and 
Media, formerly United News- 
papers, retreated 12 to 531p in 
sympathy. 
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MARKET REPORTERS: 

Pater John, 

Joel IGbazo, 

Jeffrey Broom. 
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Administration protection of 
Glaxo 's patent would come 
imHpr pressure today. 

However, this might have 
related to a recent US Trade 
Mark and Patent Office ruling 
which, said Glaxo, had no 
effect on the 18-month exten- 
sion to the patent on Zantac, 
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£500,000,000 
Flooring Rate Notes 1999 


In accordance with (he 
pro vts ions of the Notes, notice is 
hereby green that, for the three 
month period 6th June. 1995 to 
6th September, 1995, the Notes 
will bear in [crest at the rate 
of 65729 per cent, per annum. 
Coupon No. 6 will therefore be 
payable on 6ch September, 1 99J, 
at £1,656.73 per coupon from 
Nona of £100,000 nominal and 
£165.67 per coupon from Notes 
of £10.000 nominal. 

S.G. War burg 8c Co. Ltd. 

Agent Bank 
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US$1,000,000,000 
Floating rate notes 1997 


Day's Year Dh. 

Jun 7 chge% Jim 8 Jun 5 Jut 2 ago ytald% 


P/E Xd4 Total 
ratio ytd Return 


The notes min bear Interest at 
5.8125 % per annum from 
8 June 1995 to 8 September 
1995. Interest payable on 8 
September 1995 will amount 
to USS14.85perUSSI.000. 

USS 148.54 per USS 10,000 
and USS 1. 485.42 per 
USS 100,000 note 
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Agent: Morgan Guaranty 
Trust Company 
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CONTRACTS & TENDERS 



PARANA 


COMPANH1A PARANAENSE DE ENERG1A - COPEL 
SALTO CAX1AS HYDROELECTRIC PROJECT 
IGUA^U RIVER 

INTERNATIONAL BIDDING C-220 
NON DESTRUCTIVE TESTINGS 
CALL FOR BIDS 


COMPANH1A PARANAENSE DE BNERG1A • COPEL. iufuuuo that an International 
bidding is open fior sup p ly of mBogr^pbic services, ultrasonic scrvtees 

for field weldings, supply of ultrasonic equipment and training coarse* fee the Saho 
Casas Fowerptam, located at Capiao Letaidos Mnrqoes and Nova Praia do Ignapi 
cottnry botdet in tbe Seac of Parana - Brail. 


TUs lowest price type nuerratnaal bidding is open solely In individual companies. 

Tbo amount of costs related to tbis sapply wiH be covered by COPEL 1 * own rraoarecs. 

COPEL b asking for a credit line for SaliO Cudas PowerpbnS boa Inter-American 
Development Bank - IDS. which if allowed, win cover tins supply. 

Tbe Bid Documents, wHl be available to bidden from Jane 01. 1995 to July 03, 1995, 
against payment in brezffian currency of RS 7050 fseventy Son), at the followin g 


Saperiafeadeiicti de Otwas de Gersfto 

Ran VohmiBrfas da Pterin, 233 - 5* andiroate 504 

800^000 -Curitiba- PR 

TcMbM (55-411 322-1212 - Rama! 5541 

TUefsx (55-411 131-3265 


Esoitdrio COPEL/ Sbo Panto 
AtemeodnSantas. 1809- 14* nadar. coni. 14B 
01413-MO -S» Panto- SP 
Tdcfboc <55-111 289 1431 


Aube lime of 3id Documents purchase, all companies shall present a letter ermamiug 
ineiT complete mailing address. 


^-^ofPre^cabOn and Bid Docamnes b scheduled for August 03, 1995, 
at -00 PM. * COPEL', office meeting room, in Curitiba, 233 \Umtdrios da Pattis 
Sawi, 5Ui floor. 


The Bidding will be ruled by Law n» 8660 , dated June 21, 1993. and by other 
arartmons stated herein and in the Cbnlrect Documents. 
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19X2 Wymstt OSS 


26 171 !B% 

6.7 15 115 29% 

8 3403 15% 

3.6 11 1661 36% 

1.8 90 44 18% 

4 103 4% 
16 19 1073 48% 

20 16 291 37% 

08 2118963 25% 
3b 5b 97 1% 
12 IS 1722 82% 
6X tO 430 16% 
59 14 187 19% 

62 B 217 1£0% 

1.7 16 7 ZW 

1.1 16 54 45% 

58 2 ISO 1% 

18 4572 II 

09 13 533 22% 

64 Z? 53 3T% 
OB 4 703 7% 

29 14 97 26% 

2.0 21 34 16% 

1.1 11 520 Z7 
25 (2 SSI 183% 

1.4 17 964 17 

1.7 15 2100 28% 
6ff 11 1124 14% 

28 390 4S% 
6 2775 16% 
U105 226 1B% 
17134 26 21% 

63 13 (74 32% 
1.3756 5503 15% 

6.7 1 21 4% 

18 268 19% 

27 5 39 16% 

25 15 680 44 

3.6 13 S191 u45 

0.7 15 1531 15% 
24 2E 2382 67% 

282 2091131% 

21 17 596 18% 
25 239 22% 

5.4 10 103 79% 

3ff 15 752 33% 
IX 16 23 6% 

24 7 152 8% 

2.7 18 243 57% 

4.4 7 1670 9% 

5.2 14 1172 28% 

20 11 25 13% 

3ff 14 216 29% 

21 IB 5237 28% 

0.7 17 74 21 

16315 9826 16% 
07 34 15% 

9 2194 10% 
63 13 135 29% 

1.3 M 320 44% 

1.0 16 708 28% 
JJ 10 75 23 


16% 10% 

29 29% 
15% 15% 

36 36% 
1G 16% 
4% 4% 

4734 47?g 
36% 37 

25% 25% 
1 1% 
81% « 
18 \6 

19 19 

20 20 % 
259 259% 

45 45% 
1% 1% 
10% 10% 
71% 22 

37% 17% 
7% 7% 

26 26% 
16% 16% 
26% 26% 
182% 182% 
16% 17 

28% 28% 
14% 14% 
44% 45% 

18% 78% 
16% 19 

21 % 21 % 
31% 31% 
15% 15% 
4% 4% 
19 19% 
18% 16% 
43% 43% 
44V 45 

15 15 

56% 57% 

30 31% 
IB 18% 

21% 22 
29% 29% 
33% 33% 
6% 6% 
B% 8% 
58% 57% 
d9 9 
28% 26% 
d13% 13% 
28% 3 

23 28% 
20% 20% 
15% 16% 
15% 15% 
10% 10% 

25 S 

29% 28% 
22% 22% 


- X - Y - 


125% 96% Hare 
52% 44% Km Core 
22% 19%YarttaeEgy 
42% 34% Yukn 
4% 3% Zama 
12% 67 fl ZnB£l 
22% 19% Zonal Nat 
6% 6% Zentaine 
14% 12% Zwn 
20% 16% Zim Ine 
Tl% 10% ZanSp Food 
8% 7%ZMlgTei 


am 2.7 16 

064 u is 
1.26 69 14 
0.16 04 Ifi 
014 4.1 6 
13 

1.00 4J 11 
072109 
0*4 11 15 
088 48 28 
1X4 67 
084 OB 


7405111% 100% 
638 48% « 

28 21% 21% 
306 42% 41% 
2212 3% d3% 
652 8 7% 

140 22 21% 

221 6% 6% 
98 14% 14% 
113 20% 2fl 
227 10% 10% 
655 ■«% B% 


111 % +% 
48% -It 
21% -% 


6% -% 
14% +% 
20% *% 
10% 


1 29% Ufetaunm 
1 «%wawast 


UeKgdmFnd 082 7.1 
UUPVM34 


17% 14%USFBr 
24% 14% usttrao 
40% 33% USUCp 
24% IBVUSStrg* 
C% 35%U9W* 
78% 82% UttfTac 
14% 12%ltaMtnr 
23% 17% Untada 


m» on nsatad Hr rams 

Yaany mpn om bw Hr MBE itfm M period Iran Jan 1 lSte 
IMsa Rtarm irM. tax. d taUenl are waul atsunnwra UN at 
tr tee dntown. Not rem « *fed. 

O-om praty ton. HE iubHtimnp rat» ta*u. mw pray lapv 
nHmreudead or whWib. yM-yWS. i-tsta to U 
i D*hga auranoad 


FTFtm Anrera RwnbSentu 

Yin eaa mar tea erara jwwdtanwi np* d ■? nanpw anwotad nwi 
* rim win n a* Finis. Hina otw 770 otto top® m han 
tadw Mdraosi or ra Dim 770 sszz 1 c*ig taa ram re ik. eu 
■*4* 181 770 0770 nr fcn «44 ,01 770 3822. Bworei uf Be rad to Ow iteo 

■wttw dry- mna w — Wt y. 


AMEX COMPOSITE PRICES 


4 pm etas# June 7 


MvUogo 
Attn tic 
/UNO IN 
Am tar Pa 
AmMafeoA 
ftmdart 
Are Bo* 
ArapaJ-AanA 

AERbWS 

Astotadl 

Atari 

AudkwA 


p / a> 
Hr. E 100a 

155 Z7 
137 387 
. 38 201 
1X5 18 2 

MB 9. 77 
0X5 16 3234 
1 888 
26 168 
0(0 5 138 
17 7 

28 291 
19 197 


Hah low Don DM0 

21% 21% liV-Jj. 
ul% It 1% +* 
14% 14 M +% 

53 53 S3 -% 

30% 29% 29% -% 
12% 12 12% -% 


Stuck Dte E 100s Wgh InrCkMCOag 
Consume 9 7100 l/t Ij’e ii 

CdncdFUA 6 2 -A 

CTO3ATA 064 24 29 18% 15% -% 

QnreCA 048 3 10 1 5% 15% 15% , 

CTown CB 040 13 40 16 15% 16 +% 

Cubic 053 31 22 23% 22% 23% +% 


custanaf* 10 25 2% 2% 2% +A 

Utads 14 18 % li 5 *A 

Dtawk 24 1 05 13 12% 12% 4, 

Ducoranon 13 141 8% 6% 6% -% 

Dnpta 0« 7 36 8& BiJ BiS 


BWOosnOm 1 
BadgnrfrtrxOXO 12 
BatdanTA 004 18 
Barry RG ' 35 
BATadr 078 13 
Btsd 7 

Biota Man 040 16 
Bto-AadA 13 
BoutA 057 12= 
Bombw 9 
Bowne . 036 11 
avscaoA tj04 2D 


8 25 ^ 25 ^b 
123 5% 5% 
210 18% 1* 
2111116% 18% 
12 2 % 2 % 
24u25% 25% 
139 32 31% 

490 40% 39% 
21 2 % 2$ 
ea is 17% 
243u15% 10% 


EastnCQ 046 
EdioBay 0X7 
EcolEnA 032 


13 5 14% 14% 14% 

69 2438 9% 88 6 

TI 81 8% 8% 8% 

23 17 ?S 7» 7% 

29 681 16% 16% 16% 

B 380 14% 13% 13% 


.18- +% 
15% 


SO 1% 1% 1% 


Canbru 020 14 21OO 34% 34% 34%' -% 
Can Marc* 014 SB 4 9A Wt 
CtnbreA Ml 41068 5% 5% 5% ■% 

CtenOers Iff 5 5% 5% 3% 

CtePt, - 004 3T .820 29% »% =»% +% 

COMMA 0X1 120 5A SA S* +A 

Cotnkia 030 9 5 17% 17% 17% +% - 

CmpTcb . • 57 21 6% 6% 6%. ■*% 


Fabtata 070 13 47 31% 31% 31% -% 

HnaA 440 12 11 42% 4Z% 4Z% +% 

FitOtyBnc OffO 10 6 12 12 K +% 

RukalD 056 24 1225 38% 38% 30% 

RawtU 20 937 44% 43% 44 

Fmqueney 4 a 3% 3% 3% 

Mran 080 14 . 27 T7 17 17 -% 
QantFdA 07418 14T 2^, 28% 20% 
GWftr 070 7 385019% 19 W\ +% 

GOUhU 7 70 A diV A -A 

Greantnan 11 403 .tf7ft 

BNCda 034 3 922 4?, 4 4 


?/ 5b 

Stack Dta E tfllb Wp Law Cku rang 
HraDb 37 734 3A 2it 3 -A 

Hasbro - 032 17 596 34% 33% 34 -% 

HealmQi 18 105 2% d2% 2% *A 

Hato 015 18 2 1&2 15% 15% -% 

HvnantanA 13 131 8% 8% 8% *} t 

tnctrenCp 016 17 33 12 11% 12 

taL Corns 29 2713 6% BA W», -% 

tntannagn 81 369 14% 14% 14% -% 

tax 0X8 30 1 356 2B% 25% 25% -% 


0 136 2% 2% 21 

20 20 3 dZH 2i 

2Z 460 14% 14% K? 

39 28 8,1 B% 83 


16 159 1% 1ft 1% +A 

81916 u6% 5% 6% *1 

3 17 ft A ft *ii 

18 3 11% 11% 11% 

21 18 45% 44% 44% -% 


?! Sb 

Stack Die. E IBBs Hgti Uw Ctea CtMg 
NVR 10 32 7% 7 7% 

Pegasus G 010 619182 11% MO 10% -% 
fatal 060 25 54 10% 10% >0% -% 

PttWQrA 050 23 26 45% 45 45 -% 

PMC 0X8 9 16 11% 11% lllj 
PreatfloA OIO 0 203 ft ft ft 

RaganBred 20 z 34 33 33 -l 

SJWDap 2.16 10 38 331? 33 33% 

SWUta 0 6S7 ft d% ft +ft 


Tab Prods 020 13 15 6 5% 6 

Ttf&Otfa 038 29 621 37% 37 37% -% 

Ibermedcs 48 194 18 17% 17% -% 

Thermotrs 24 799 22% 21% 21% 

TNPKA 030 96 358 12% 1!% 12% -% 

ToWlQny 12 173 ft % % 

THtan 2 80 1% 1'2 lij 

TitaosMex 2 16 4% 4% 4% +% 

TuitftA 007 07 525 20 19% 10% +% 


ABStads 

acc Core 

AcdaunE 

AcnuMds 

fl cy iom co 

Adapted) 

ADC Tele 

Addhgtan 

AdlaADR 

AUkS^ 

AdvanttC 

Ad* Logic 

AAPUym 

AihTcnUb 

Attain 

AgrecoEa 

AirExpi 

AkzoADR 

AtxBU 

AKegb&W 
Allen Dip 
Altai Ptl 
AMCapa 
AfidCjp 

AtonaeC 

Ato Gold 

Attorn Co 

Are Bantus' 

AreCKoy 

Arc Cty Bu 

AmManag 

Am Med El 

AmSoflwa 

Am Frtwys 

AmGflA 

AmUtP 

AmNdn 

AmPncOxn 

AmTrav 

AoledFta 

Amgen he 

AndechCp 

Anatoflk 

Anaft-sn 

Anangeum 

Andrew Cp 

Andros An 

Apogee En 

APPBto 

AppUU» 

AppteC 

Apptatwes. 

Artur Dr 

Amen 

Argonaut 

Aimer AI > 

Arrow h 

AriBtrtt 

AspeaTd 

AET tom 

AttttaXl 

AflSEAlri 

AD* 

Aura5ys 

Autdsk 

AuMflo 

Awdde 


H 6b 

Ml. E IDta Mak 

OffO tl 16 12% 
012 7 869 14% 

14 4622 16% 
5 N 10% 

36 961119*2 
1713398 31% 
41 1604 30*4 
25 243 13% 

010 11 70 25% 

(Z2TRr344>9 54% 
103019 16% 
117 26b 5% 
B 241 4% 
9 160 15% 
027 W 426 40% 
010 41 80 12% 
a 16 17 195 23*2 
1X3 16 254 61 
088 16 604 24% 
19 7 113! 

as: 12:100 4i% 
4 1246 6% 
1X8 14 200 UlE 
0X010 92 12 

032 1 10 n3 

006 8 144 1ft 
7410283 39% 
076 11 916 31% 
016 48 3S3 9% 
22 34 u19 l 2 
22 1392 22% 
7 *14 9% 

032 32145 US 
19 1489 19% 
056 14 2342 29 

1 1661 3 
236 7 144 62% 
22 5401 19% 
10 6*7 19% 
024 12 66 24% 
3013300 73% 
0X8 23 1564 5% 

15 *69 17ft 

052 19 84 26% 
1X0 19 83 14% 

37 838 49% 
17 508 16?0 

032 18 9 17% 

51 203 5% 
2*11192 80% 
0 46 1011094 44j, J 
9(6 40 617 25% 
OffO 17 176 16% 
024 12 953 14% 
1J2 ID 56 30>2 
064 15 814 19% 
044 14 420 17% 
62 451 8% 
24 916 43 

10 3899 17% 
1 112 9% 
034 16 59141127% 

341365160% 
70 4992 5ft 
024 30 7817 40% 
14 35 3ft 
092 7 60 7% 


la* Lsxt 
11 % 12 % 
14 14% 
18% 18% 
15% 15% 
19 19*2 
30% 30% 

29% aft 

13 >3 
25% 25% 
53% 53% 

14 14 
5% 5^ 
4*ff 4% 
15% 15% 
39% 30% 
12% 12% 

23 23% 
61% 61% 
22% 23% 
11% Til! 
41% 41% 

6% 6% 
15*2 15% 
11 % 11 % 
J 3 
ift ift 
37% 38*2 
30% 31% 
0% 8% 
18*2 18% 
22 % 22*2 
9% 9% 
4% 5 

19 19% 
28% 28% 
ii 3 

62*e 62% 

19 *3ft 

» 19% 

24 24% 
73 73% 

CSV 5% 
17*4 17ft 
26 26% 
1*% 14% 

48 48% 
16% 16% 
17*4 17*2 

4% 5% 
78ft 79% 
43% 43*8 

24% 25% 
16 16*2 
14*4 l*% 
29% 29% 
18*2 *8*2 
17% 17% 
B% 8% 
4? 42*8 
18% 17% 
9 9V 
26% 26% 

49 SO 
4% 4{| 

39*4 40 


BE I E> UQ8 
Baker J CUJ6 
BUwnLB 032 
Buck 

BnfcSauth 056 
BanterCp 048 
Baftnorth 092 
BamaGeo 056 
BassM F 0X0 
BayNtek 
Bay View 060 
Baytanfcs 2X0 
BE Acre 

BeauUCK 942 
Ben&Jany 
BeUeyWR 048 
BHAGre 012 
81 he 

B*jB 020 
BMtftoyW 0X8 
Biogen 
Btomei 

Block CYp 1XB 
BMC Soft* 
Boatmen 5(1X8 
Bod Evans 029 
Bode & B 
Bonantf 

Boston Bk 078 
Boston Tc 
BradyWA 0X0 
Bnacu 028 
BnewS 026 
BSBBncp 0X3 
BT Sttpnq 048 
Buffets 
BiOkrol 
But Bran 
ButanessR 
BtdkrWg 040 


91 8 6% 

8 231 13% 

4 12 16*4 

14 390 15 7 a 

15 2435 22% 
ID TIT 16% 

9 2061120% 
13 3548 32% 
15 42 28% 
3931411 u40% 

13 839 26% 

12 2677 74% 
11 SI UB% 
15 6 12% 

54 87 14% 

19 22 36% 

14 116 13% 

22 454 6% 

14 795 14% 

11 29* 16 

70 6630 42% 
21 1905 14% 

15 81 38% 

223373 6fl*a 
104982 34 

16 579 20% 

23 212030% 

3110484 13% 
7 806 41% 
32 4526 1 7% 
18 122005% 

12 60 13% 
271132 11% 
10 47 U31 

3 20 2% 
191929 14*2 

13 92 11% 

38 281 25 

15 62 35% 

9 338 41 


6% 8% 

12% 12% -% 
16% 16*4 
15% 15% +*9 
21% 211! +1% 
10% 16% .% 
25% 25% -% 
32% 32% 

27% 27% -% 
38% 39% +lft 
25% 26% 

73% 74% -% 
6% 6*2 -*4 
12 % 12 % 

14% 14*4 •% 
36% 36 

13 13% +*2 
6 6%*% 
14*2 14% 4% 
15% 15% -% 
40% 41% +*2 
14% 14% *% 
35% 36% •% 
67% 68% -% 
33% 33% -% 
20 % 20 % 

30 30 •% 
13 13% +ft 
39% 40*4 -1% 
17% 17ft -ft 
64% 05% 

12% 12% 

11% lift *ft 
30 30% 

2% 2% -% 
14% 14ft «■% 
10 % 11 % +% 
24% 24% -% 
34% 35 -% 

40% 40% +% 


CTec 117 87 22% 22 

Cabot Mad 32 543 7% 7% 

CadSctmps 1X7 15 IS 29% 29% 

C*ta*ffiComQaJ 20 310 10% 18 

Caere Cp 41 331 8% B 

CakjGna 225 5 3962 6% 6% 

Cal HOD 231956 31% 30 

Cantata. 6 339 2 l 7 a 

Cnflas 1 1397 2 % 2ft 

Canon lie 0X7 43 7B 78% TO 

CartmCm 074 21 7 31% 31% 

Cascade 036 16 99ul7% 16*2 

Cray S 008 19 418 17 16% 

CCH A 070 22 52 !8%d15% 

Cdgena 8 1005 9% B% 

GEM Cp 15 125 13 12% 

centoenr 7 7689 13%d12% 

CnMHd 120 13 149 2B% 28 

Cntri Spr 15 69 u23 22% 

Chamfer 12 5 5 5 

Chapter 1 OTO B29SI 26% 25*2 

CtnaSi 0X0 1670075 <% d3% 

cneckMi 19 746 2ft 2ft 

Ortmteb 18 10 16% 15% 

Cnerepower 23 4 3*4 3% 

Cnps&Te 241622 10% 9% 

CWWlCp 5 4908 54% 54 

CknFin 1X6 13 106 S% 55 


22% 

7% *% 
=9% -h 
18 -% 


12% -% 
12% +% 


25% -% 
4 +% 
2ft -hdr 
15% 


TirwftB 0X73X1366 20% 19% 20 +'• % I areas, Cp 020 28 16H 36% 34% 


4 32% 32% 32*4 


OffO 7 10 3% 


31% 32 

3% 3% 


MMX 81 uB 8 8 

Hoop A 18 15 12% 12% 12% . 

MSHExpl 17 8 1ft 1% 1% -% 

tat PBS fi 83 2ft 1H 2 

NYTfflA 056 101956 23 22% 22% -% 

nenacE 17 42 5 04% 6 +ft 


UhffbodsA 5 7 2ft 2% 3% -ft 

UMFtmtfi OffO 13 9 2% 2% 2% 

USCaM 54 1957 38 % 28% 28% -V 

VlecomA 14 794 44^ 44% 44% t-% 

Vtocotfi 13875 44% 43% 44 +% 

WRET 1.12 18 135 12 11% 11% -% 

Xytronbr 1 SO 1% 1ft 1ft -ft 


Omeigc 2B136CB 55% 52% 
OS Toed 25 268 2ft 2% 
DscuSyo 3628294 45 44% 

CtzBanep r.12 13 177u30*2 30 

DeanHk 512 193 5% 5% 

CBflsDr 19 52 14% 13% 

Oottestm 2 210 3ft 2% 

CocaCtaB 1X0 20 45 32 31% 

CodeEngy 48 660 7% 7% 

CataAtam 5 133 7ft 6% 

CuniexCp 36 2216 u36% 34% 

Cogms 40 162 25% 24% 

Coherent 20 1519 27% 25*4 
Cofegeo 015 22 81 18*2 18 

QSI to x IffS 17 7? 19% 19% 

Gomalr 032 20 5300u3»ft »% 
CmcstA <1X9 S IIS 16% 16% 

CmctASp 0X9 60 8093 16% 18% 
CommBtahaOTZ 10 I70u31% 31% 





CommnC 

ComprLtfH 

Cumshara 

CbiwucUI 

Consfiknn 

CfartOata 

Costs* 

Cepytoto 

CotdtaCp 

CtMDyOp 


IB 781 27% 20% 
63 1409 9% 0% 
52 76 tB% 17% 
312323 4% 4% 
19 115 Sft 8 
1 398 10% 10% 
050 13 341 IB J7% 
47 388 6% 6% 
21-3408 02% 81% 
23133E 25% 23% 


CracterB 0X2 21 1682 23*9 22% 


min the edge over your competitors by navmg me rmarraai i imes wireeicd to your hone or office every wotWng day. 

H , (W ™, are Sable for all subscribers in the business centres of Ankara. Adana, Adapazarr, Antalya, Bafitesir, Bursa. 
rSLSS Erzurum. Eskisehiry Gazlartep. Gebze, Istanbul. Izmir. M Kayseri. KDZ-Eregli, Konya. K.Mara 9 . 
Canakkaie. Deruzn. Marmaris. Manisa. Mersln, Ordu, Samsum. Soke and Trabzon, 

- • Please caH Dunya Super DagtimA§ on (212) 629 080* ^(30 lines) for more information. 

Financial Times. World Business Newspaper. 


CreyComp 
Creaflodi 
Crown Res 
Oik ' 


03E72 ft ft 
113271 a% 8% 
15 871 4% 4% 
90081 ff*% 24% 
1 2685 3 % 3ft 


54% 

55% +% 
36% +1% 
54% +% 
2*4 

44% -% 

30 

5% 

14*4 +f4 
2% 

32 +% 
7ji +ft 
7ft 

35% ■*■!% 
25% +% 
27% +1% 
18% +% 
19% -% 


18% -% 
31% 

2fi% -% 
8% +% 


10*2 4, 1 . 

10 *h 
ef« 

62% +% 
24% 4-1 *4 
23 
021 
9*2 

4i3 -ii 

24% -Jg 
3ii i% 


- D - 

DSCCm 24 8581 37% 38% 37 -% 

Dart Grou 0.13 2 Z1 89 87 87 -% 

Daaswtti 16 631 114% 4ft 4ft -ft 

Datatax 18 IBS 7*4 87% 7% 

Dabscope 16 2S4 18% 18% 18% +■% 

DM hkiDp 1X0 11 166 25 24% »% ♦% 

DWEtapB Off0 13 3 3% 3% 3% 

Betas Go 0X0 20 587 39% 39*2 39% 


Ctacflanps 

EtaUComp 

twny 

DepCty 

Devon 

DHTetti 

D^IMI 

DtflUtcnJ 

Dig Son) 

DtgSya 

DooetCp 

DtxteVm 

ONA Plant 

Dollar Gn 

DmtiHta 

Dreofngy 

DressBam 

Drey GO 

DregEmpo 

DS Bancor 

Cubon 

Dynatach 


Eagle Fd 

Easel Cp 

Easgnwat 

EQTet 

Eoguao 

BPasoS 

BacoScl 

wan 

Eracon Ass 
Eimiex 
EngyVntm 
Envrr Svs 
Enron me 
EquMM 
EricsnB 
End 
Evans Sn 


W fix 

Oh. E 1IBI Kgt 
0X4 17 4 1S% 

1315990 54ff4 
030 17 532 36% 
IffO 10 143ur% 
020 17 40 7ft 
IB 51 ?5% 
1711(9 22% 
831336 (1% 
is 87* 2% 
121107 8*4 
16 434 42 % 
020 48 34 7 

225 2 1217 IJs 

OffO 27 32 U30 

0X8 18 58 11% 

10 5 13 

11 278 9% 

02481? 268 32% 
008 10 199 4% 
1X9 12 109 26 

046 22 413 21% 

16 632 13% 


Low ua Ctag 

17% 18*2 +*4 
ffi% 55*3 ♦% 
36*a 38% -% 
37*4 37% 

1*7*4 7% 

25% 3% +% 
21% 21% -% 
11% 11% +ft 
aft a% -ft 

7% sft 
<2 42% 

6% 7 *% 

1 J * 1% 

29*2 29% 
dll n% 

TO 13 
9 9% A 
31% 32% 4% 
<*S 4% -ft 
25 25 -% 

21 21% *% 

10% 19 


0 66 

4 243 

6 88 

010 16 1962 
71 927 
1 1347 
21 862 
34 5135 
22 40 

90 367 
41 :100 
17 2680 

5 334 
010133 476 
063 40 2223 

97 90 

25 14 
9 570? 

22 583 

26 2X4 

012 19 291 

38 191 


2% 2 
3% 3ft 
1% 1% 
18*5 16% 
11 % 10 % 
1% J% 
28% 78% 
27 26% 
4% 4% 
7\~z 21% 
IS 18 

1% 1ft 
2% 2*8 
4% ih 
75% 74% 
6% 6 
14% 14 

13% 12 7 E 
17 15% 
21 % 20 % 
22 % 22 % 
6% 6% 


2 

3% -ft 
T% 

16 7 s -% 
10% -% 

(ft 

23% ■% 

26ft -a 

4% 

?1% -% 
18 
1% 

2ft *A 

4 -% 
74% -% 

6 *J 

14% +% 
13% 4ft 
16 -% 
20% 

22*2 *% 

6*2 


Fad Grp 

FanCp 

Faswta 

FHPJuB 

RfUilhnt 

Fifty Off 

RggleA 

FBenat 

Rrat Am 

FaSedy 

Fst Teen 

FstfedUc 

Hrstfar 
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US stocks uncertain 
awaiting inflation data 


Thyssen downgrade upsets Frankfurt 


Wall Street 


US share prices were mixed in 
early afternoon trading yester- 
day as investors waited for 
inflation data, due to be 
released on Friday, writes Lisa 
Bransten in New York. 

At 1 pm the Dow Jones 
Industrial Average was 17-29 
lower at 4,46751, and the Stan- 
dard &Poor's 500 shed 1JB to 
533.72. The American Stock 
Exchange composite rose 1.15 
to 488.03 and the Nasdaq com- 
posite gained 2.93 at 882.33. 
NYSE volume was 205m 
shares. 

Bond prices were mostly flat 
as traders in that market also 
looked ahead to Friday's 
release of the producer price 
index. Analysts expect the 
index to have risen 05 per cent 
in May, putting year-on-year 
infla tion at 2.6 per cent If the 
figure is substantially higher it 
could trouble the markets, 
which expect the Federal 


Reserve to lower interest rates 
by the end of the year. 

The Nasdaq composite made 
up most of the 3.45 points it 
lost on Tuesday as technology 
shares, which are heavily rep- 
resented, posted strong perfor- 
mances. Microsoft was 51% 
higher at $84 ’A, Intel climbed 
SI to 113% and Broderbund 
Software rose $2% to $50. 

The Dow Jones Transporta- 
tion index advanced 0.45 per 
cent on the heels of strong per- 
formances by several airlines. 
Several carriers reported May 
traffic figures, and while not 
all were higher, shares 
received a boost in part 
because Delta Air Lines said 
that its earnings would proba- 
bly beat analysts' estimates. 
Delta shares rose $1% at 568%, 
UAL, the parent company of 
United Airlines, climbed $2Vi at 
$113% and AMR. the parent of 
American Airlines, was $1 
higher at $69. 

Shares in Caterpillar jumped 
more than i per cent or $% at 


$60% after the construction 
machinery company 
announced that it would raise 
the dividend to 35 cents from 
25 cents per share. The board 
also authorised the repurchase 
of up to 10 per cent of out- 
standing shares over the next 
three to five years. 


Canada 


Toronto edged back from a 
marginally firmer opening and 
by noon the TSE-300 Composite 
index was 255 easier at 4,48250 
in hefty volume of 38.9m 
shares. 

John Labatt, the takeover 
target, was among the heavy 
traders, rising C$% to C$27%. 
The brewer's stock had 
climbed C$2V» on Tuesday after 
news of a friendly C$2850 a 
share offer from the Belgian 
beennaker Interbrew. 

In the mining sector, the vol- 
atile Diamond Fields Resources 
fell C$3% to C$76% after jump- 
ing CSS% on Tuesday. 


The Continent's bourses saw 
an uneven day’s trading. 

FRANKFURT slipped 
slightly in Ibis trade after 
Thyssen was downgraded by a 
number of institutions follow- 
ing an analysts' meeting on 
Tuesday. 

The Dax index closed the 
official session down 5.33 at 
2,141.07 and the Ibis-indicated 
index ended at 2436.72. 

BZW was among those down- 
grading the steel and engineer- 
ing group, cutting its 1996 eps 
forecast to DM26 from DM33. 

On the Ibis, Thyssen shares 
were marked at DM266.00, after 
finishing at DM270.40. down 
DM350 or 15 per cent. 

Volkswagen was also a fea- 
ture on news that the Euro- 
pean Commission was investi- 
gating the Pta38bn in subsidies 
granted by the Spanish govern- 
ment to its Seat division. The 
shares fell DM4 to DM398. 

PARIS was moderately 
firmer, although investors 
remained cautious as they 
awaited details of the govern- 
ment's min i budget. The 
CAC-40 index moved ahead 8.75 
to 1.974.69 in turnover of 
FFr5. 4bn. 

Suez remained the focus of 


attention on rumours that BNP 
mig ht still mount a takeover 
bid. and that Suez was consid- 
ering a link-up with Pinault, 
the retailing' group. 

Suez rose FFrll.50 to 
FFr272.50, Pinault gained FFr8 
to FFr1,053 and BNP gained 
FFr150 to FFr255.70. UAP, also 
rumoured to be after Suez in 
conjunction with BNP, firmed 
80 centimes at FFr145.70. 

Renault was on the down- 
side, off FFrl to FFT167, bat 
Peugeot advanced FFr4 to 
FFr727. 

ZURICH remained on an 
upward path, supported by the 
outlook for lower interest 
rates, although worries that 
weakness in the US economy 
could feed through to further 
HpflinAc tn t r hp dollar kept a 
ca p on investors’ en thusiasm. 
The SMI index strengthened 
9.9 to 2519.6. 

Zurich Insurance remained 
in demand, adding SFr35 at 
SFr 1,464 on buy recommenda- 
tions and positive press com- 
ment. Winterthur Insurance 
gained SFr7 at SFr765 and 
Swiss Re shed SFr3 to SFrS22 
on profit-taking after Tues- 
day’s sharp gains. 

Holvis, the non-woven tex- 
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tiles and paper distribution 
group, picked up another SFr7 
to SFr514 as the market 
awaited a decision, promised 
after the market closed, from 
the bourse commission inquir- 
ing into the takeover battle. 
Analysts commented that the 
farther increase in the price 
suggested that the market 
exported a higher offer than 
BBA's 500 a share bid. 

MILAN retreated in low vol- 
ume trade, weighed down by a 
weakening lira, and the Co mil 
index lost 559 to 6Z4.1L For- 
eigners were said to have 
remained absent, awaiting the. 
outcome of Sunday’s referen- 
dum on television ownership 
which many believe could seal 
the political fate of Mr Silvio 
Berlusconi. 

Fiat again pressured the 


market, losing another £47 to- 
L6U76 in continued response to 
last Friday’s news of lower 
than expected first -quarter 

. n ppratrng marg ins- A gains t the 
trend, Montedison picked up' 
L14 to Ll,l59 In reply to a more 
optimistic view being taken by 
some brokerages. 

AMSTERDAM was influ- 
enced by the bond market in a - 
quiet session. The AEX index 
fell 054 to 434.69 after a high of 
43654. 

ELM rose 70 cents to' FI 5150, 
ahead of today’s results. Hoo- 
govens was among the ses- 
sion's worst performers, ~off 
FI 1.40 to FI 6050, although bro- 
kers were undecided as to 
what had caused the sharp 
movement. KPN was also 
weak, down FI 150 at FI 5550. 

HELSINKI was boosted by 
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Sch940 on press, reports that a 
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Buenos Aires hit by economic data ASIA PACIFIC 
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BUENOS AIRES fell farther in early trade after 
the economy minis ter said on Tuesday that the 
country was in recession. The Merval index was 
down 8.32 or 2 per cent at 413.69. 

The government also said that civil servants’ 
June salaries will be witheld by one week and 
taxpayers would be asked to hand over part of 
personal property' taxes early. 

SAO PAULO declined 2.7 per cent in light 


midday trading on concerns over Argentina's 
economic outlook. Brazil’s foreign exchange rate 
and speculation ahead of the mid-June ftitures 
index and options settlements. 

The Bovespa index was off 1.090 at 38543 by 
l p m in thi n turn over of R$137.6m ($151. lm). 

MEX1C O CITY opened marginally firmer in 
light trade. The IPC index was up 3-21 at 2.00452 
in volume of 3.6m shares. 


Nikkei steady as Kuala Lumpur drops 2.1% 
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Doflar terms 


Local currency terms 


No. of 

June 2 

% Change 

■K Change 

June 2 

% Change 

% Change 

Market 

stocks 

1995 

.over week 

on Dec *94 

1995 

over week 

on Dee W 

Latin America 

(254) 

481.14 

+■1.4 

-17.1 




Argentina 

(30) 

749.05 

+3.4 

+2.0 

459,403.49 

+3.4 

+1.9 

Brazil 

(72) 

325.67 

+0.4 

-15.3 

1.099.79 

+1.0 

-9.7 

Chile 

(38) 

897.50 

+1.4 

+14.4 

1345.65 

+1.1 

+6.7 

Colombia 1 

(16) 

691.16 

-1.4 

-14.8 

1,07135 

-13 

-10.4 

Mexico 

(68) 

423.52 

+2.6 

-30.3 

1,128.53 

+33 

-1Z6 

Peru’ 

(20) 

193.09 

+0.3 

+83 

26530 

+0.4 

+11.5 

Venezuela 1 

(12) 

399.48 

-0.6 

-19.3 

1,55931 

-0.6 

-19.3 

Asia 

(657) 

262-51 

+2.9 

+5.2 




China* 

(20) 

71.41 

-1.1 

-5.9 

7432 

-13 

-7.5 

South Korea 5 

(159) 

128.53 

+4.6 

-6.0 

128.68 

+4.7 

-93 

Philippines 

125) 

296.54 

+3.2 

-0.5 

37031 

+3.0 

+5.4 

Taiwan, China" 

(93) 

131.44 

+2.7 

-20.1 

126.83 

+33 

-21.8 

India 7 

(101) 

102.70 

+4.8 

-16.8 

114.63 

+4.8 

-16.7 

Indonesia" 

(42) 

109.67 

+5.B 

+95 

132.58 

+5.6 

+11.3 

Malaysia 

(114) 

309.53 

+3.0 

+15.1 

28036 

+2.6 

+10.6 

Pakistan® 

(36) 

272.64 

-3.6 

-25.5 

383.07 

-3.6 

-25.1 

Sri Lanka" 

(19) 

119.92 

+4.9 

-303 

129.19 

+53 

-303 

Thailand 

(68) 

424.32 

+1-2 

+10.0 

415.13 

+13 

+8.6 

Euro/MJd East 

1210) 

137.15 

+0.7 

+15.7 




Greece 

(40) 

254.32 

-2.2 

+12.7 

388.72 

-1.7 

+6.7 

















Jordan 

(8) 

185.40 

+1.0 

+Z3.6 

27030 

-0.1 

+213 

Poland" 

(16) 

431.02 

-6.2 

-6.2 

633.58 

-5.6 

-12.0 

Portugal 

(28) 

125.45 

-2.1 

+3.6 

127.92 

-03 

-3.4 

South Africa" 

(64) 

231.72 

+05 

+3.1 

175.85 

+0.7 

-7.0 

Turkey" 

(44) 

161.97 

+6.1 

+33.0 

3376.66 

+63 

+48.1 

Zimbabwe* 

(5) 

250.91 

+2.2 

+2-6 

313.47 

+23 

+4.0 

Composite 

(1121) 

287.92 

+1.8 

-63 
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Kenya was the best performing emerging equity market in 1994, according to the latest 
issue of the EFCs Factbook, writes John Pitt. In spite of the volatile performance 


issue of the EFCs Factbook, writes John Pitt. In spite of the volatile performance 
through last year the IFCs global composite index; representing 1,266 stocks from 24 
markets, fell about 2 per cent in dollar terms. By comparison, the composite index, 
measuring returns from 890 stocks in which foreign investors could invest, shed nearly 
14 per cent on the year. The Mexican devaluation in mid-December had a marked 
impact on the regional index: up almost 2 per cent by mid-December, the global fatin 
America index had turned to a 2 per cent loss by the end of the month. The investable 
index dropped almost 6 per cent in the two-week period, to end the year down almost 11 
per cent 

It was the so-called ^re-emerging markets” that made the most headway in 1994, says 
the IFC. Aside from Kenya, Nigeria, Egypt Bangladesh and Tunisia all recorded gains 
above 100 per cent in local currency terms. 

At the bottom of the scale, Turkey fell 43 per cent in dollar terms through 1994, 
followed by Poland (down 42 per cent), and Argentina and Mexico (both off 41 per cent). 


In spite of the volatility. Upper Analytical Services noted that 59 new closed-end funds 
were established during the year, raising more than $7bn, and more than 150 


were established during 
open-ended funds. 


Activity declined ahead of 
tomorrow’s futures and options 
settlements, but shares 
received support from small-lot 
buy orders from institutions, 
and the Nikkei index closed 
marginally higher, writes 
Emiko Terozono in Tokyo. 

The 225 average was ahead 
18.63 at 15,679.62 after a low of 
15,557.10 and a high of 
15,734.02. Technical trading 
dominated activity, while a fall 
in speculative stocks, which 
had risen on individual buying 
over the past few days, 
weighed on sentiment Late 
afternoon purchasing by insti- 
tutional investors finally lifted 
the index. 

Volume was 23 lm shares, 
against 224m. The Topix index 
of all first section stocks lost 
050 at 156354 and the Nikkei 
300 gained 0.41 at 235.59. 
Declines outscored advances 
by 590 to 351. while 206 issues 
were unchanged. In London 
the ISE /Nikkei 50 index slipped 
257 to L04452. 

Corporate investors took 
profits ahead of Friday's ! 
release of the quarterly Tan- 
kan report on business senti- 
ment by the Bank of Japan. 
Investors grew increasingly 
cautious on reports that pri- : 
vate economists expect the sur- 
vey to indicate a deterioration 
in business confidence due to 
the yen's appreciation against 
the dollar. 

Speculative issues led trad- 
ing on active profit-taking by 
individuals. Maruyama. the 
most active issue of the day. 
fell Y58 to Y597. while Tamura 
Electric Works dipped Y30 to 
Y1.010. Traders said individu- 
als had switched to T&umura, a 
drug company, which rose Y50 
to Y1.670. 

Steel makers were lower on 


foreign selling. European insti- 
tutions took profits on Nippon 
Steel, Y3 lower at Y30L NKK 
also lost Y3, at Y209. 

High-technology stocks 
gained ground on bargain 
hunting. NEC firmed Y1 to 
Y904, Fujitsu Y3 to Y805 and 
Sony Y6Q to Y4JB0. Oki Elec- 
tric Industry retreated Y5 to 
Y498 on technical se lling . 

Sharp receded Y20 to Y1.140 
on selling by overseas inves- 
tors and banks. Traders said 
investors were discouraged by 
the rise in competition in the 
liquid crystal display market 
from South Korean manufac- 
turers and the slowing of the 
US economy. 

In Osaka, the OSE average 
fell 9654 to 16,791.72. 


Roundup 


Re gional markets put in mixed 
performances. 

KUALA LUMPUR dropped 
2.1 per cent, depressed by 


heavy profit-taking in blue 
chips, and the composite index 
ended 22.72 lower at 1,05750 in 
turnover of 151m shares. 

Dealers attributed the day’s 
selling to profit-taking by over- 
seas funds but added that 
robust GDP figures, released 
after the market's close, are 
likely to boost the index today. 

Tenaga and Telekom, which 
the market believes are poten- 
tial candidates for the issue 
of call warra n ts, fell prey to 
profit-taking. Telekom declined 
MSI to MS19.5Q and Tenaga 30 
cents to MS10.60. 

HONG KONG tumbled 1.2 
per cent but was off the day’s 
lows in sh rinking volume, as 
the market digested its steep 
gains of last week. 

The Hang Seng index lost 
11555 at 958258 in turnover 
that dipped to HK$4hn from 
Tuesday’s HK$4-4bn. 

SEOUL finished flat after 
selling pressure, which loomed 
as the composite index topped 


the psychological 900 level, 
wiped out most of early gains. 

The composite index ended 
just 052 higher at 8K)56 after 
touching 90454. 

Posco, the steelmaker, and 
Kepco, the nuclear reactor 
operator, rose after North 
Korea said that it had reached 
basic agreement in talks with 
the US aimed at restructuring 
Pyongyang's nuclear pro- 
gramme. Both are expected to 
benefit if Pyongyang agreed to 
allow Seoul companies to take 
part in the project. Posco 
appreciated Won600 to 
Won65,000 and Kepco added 
WonlOO at Won29,100. 

SYDNEY was easier but 
above the day’s lows after com- 
ments from the Reserve Bank 
of Australia governor that it 
was too soon to cut interest 
rates in response to the slow- 
down in the economy. 

The All Ordinaries index fin-, 
isbed 45 lower at 2.015.6, after 
the governor's comments had 


triggered „an . early .sen-off of 
bonds and shires.^ ■ 

TAIPEI - saw . late profit- 
taking erode early " gains ;and 
the weighted index ended just 
357 up at 5,68158 after an 
intraday high of 5J4350. Tfem- 
over was a moderate T$88bri? : . 

The market’s initial rfse^ftd- 
lowed Tuesday’s announce-! 
ment of lower tban expe&e^ 
inflation figures. .. . ; >t- 
BANGKOK .was . spurred 
higher by late, foreign institu- 
tional-led buying of finance 
and banking issues after 
spending most .of the dajfin 
negative territory. 

The SET index dosed 5J.7 up 
at the day's high of 1,40259 
after falling as low as l^ yua- . 

MANILA slipped 1.33 j>er 
cent in what brokera described 
as a welcome and healthy cor- 
rection after a six-day advance. 

The composite index fell 
38.48 to 2,83855. Philippine 
National Rank led losers, dip- 
ping 2.9 per cent to 330 pesos. 


- i-hr ae^ce taiiLs snsaJriftWj 
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irsres is hei? 


cialks: 


open-ended funds. 

The IFC says 1994 was a sobering year for emerging market investors. “While emerging 
markets are becoming deeper and more stable, their volatility remains a constant This 


year’s results [1994] were proof that emerging markets can still turn on a dime or, more 
accurately, turn on a peso.” 

IFC Emerging Stock Markets Factbook, Emerging Markets Data Base, Room 1-3-175, 1850 
I Street, NW. Washington, DC 20433. US. 5100. 


A conference in London yesterday asked: “Is now the time to buy emerging 
markets?” The answer given by the speakers at the event organised by Foreign & Colo- 
nial was in the affirmative. Mr Urn Congdon, managing director of Lombard Street 
Research and a member of the UK Treasury Panel of Independent Forecasters, cited 
four reasons why emerging markets remained a suitable case for investment: intellec- 


were tailing; benefits would accrue from links to the US dollar and exchange rate 
appreciation; while markets continued to look attractive following the Mexican crisis. 


SOUTH AFRICA 

Late bullion gains provided 
support for equities in a slow 
session. Investors were hold- 
ing back ahead of President 
Nelson Mandela's address to 
parliament Brokers said for- 
eign investors were reluctant 
to buy with political tension 
running high. The overall 
index was 8.3 softer at 5,535.6, 
the industrials index lost 8.9 
at 6,960.4 and the gold shares 
index collected 6.3 at 1,387.6. 
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Actuaries Worfd Indices an owned by The Financial Times LM.. Goldman. Sadis S Co. and Standard & Poor's. The indices are compiled by The Hnandd Times and 
Goldman Sachs m MnfcirwJon nvrth the Institute of Actuaries and Uie Faculty ot Actuorteo. NatWest Securities Ltd. was a co-lounder of the imfices. 

NATIONAL AND 

REQKM4AI. MARKETS TUESDAY JUNE 6 1993 MONDAY JIJSfF S iok DOLLAR MOEX 


REGIONAL MARKETS 
Rgures n parentheses 
show number of 6nes 
of stock 


□ay’s Pound 


Local Local Gross 


Australia (831.. 

Austria (26) 

Belgium (35) 

Brazil {281 

Canada (102) 

Danmark i33l 

Finland 

France (101) 

Germany (591 

Hong Kong (S5) 

Ireland (16). 

Italy (56) 

Japan (483) 

Malaysia (97) 

Mexico (18) 

Netheriand (19) 

New Zealand (14) 

Norway (33) ... 

Singapore (44) 

South Africa (01). 

Spwn (381 

Sweden (48) 

&Mtt*tand (48) 

Thailand (4fl) 

United Kingdom (203)-™ 

USA (506). 


167.12 

194.04 

193.63 

14056 

141.26 

2Q0.69 

213.35 

188.01 

156^8 

371 38 

229.56 

75^2 

149.96 
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.965.33 
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DOLLAR INDEX 

Pound 



Local 



Year 

5ierfing 

index 

Yen 

Index 

DM Currency 52 weak 52 week 
Index Index High Low 

age 

(approx) 

153.95 

88.60 

121.18 

153.90 

180.82 

157.85 

173.85 

1B3.81 

105.78 

144.68 

144.47 

19& 89 

167.46 

167.46 

IBSLfiO 

105.03 

143.71 

139.74 

201.12 

161.66 

185.51 

135.98 

7835 

107.01 

242.97 

- 

_ 

_ 

131 .04 

7541 

103.13 

14051 

14132 

12034 

13032 

262.45 

151.04 
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Coopers & Lybrand 
acted as 

lead financial advisors 


Billiton Nederland BV 


Coopers & Lybrand 
acted as 
lead advisors to 
management on the disposal 

of 


(a subsidiary of Royal Dutch Shell) 
on the sales of 


Dorman Diesels 


Kawecki Billiton Mefaafinduslrie BV 
Billiton Wifmetaa! BV 
Billiton Refractories BV 


Perkins Engines 


for 

£33m 
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